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STATE  OF  FLORIDA
AUDITOR  GENERAL

TALLAHASSEE

March 23, 1998

The President of the Senate, the Speaker of the
House of Representatives, and the
  Legislative Auditing Committee

Pursuant to the provisions of Section 11.45, Florida Statutes, and as directed by the
Joint Legislative Auditing Committee, I have directed that an operational audit be made of the

FLORIDA EDUCATION AND RESEARCH FOUNDATION, INC.,
AND

BREVARD TEACHING AND RESEARCH LABORATORIES, INC.,
Direct-Support Organizations of the

Brevard Community College District Board of Trustees

For the Period July 1, 1994, Through June 30, 1997,
and Selected Actions of the Organizations

Taken From June 10, 1991, Through June 30, 1994.

The results of the audit of the Florida Education and Research Foundation, Inc., and the
Brevard Teaching and Research Laboratories, Inc., are presented herewith.

Respectfully submitted,

Charles L. Lester
Auditor General

Audit supervised by:
James M. Dwyer

Audit made by:
Charles E. McClellan

CHARLES L. LESTER, CPA
AUDITOR GENERAL



-2-

OPERATIONAL AUDIT
OF THE

FLORIDA EDUCATION AND RESEARCH FOUNDATION, INC.,
AND

BREVARD TEACHING AND RESEARCH LABORATORIES, INC.,
Direct-Support Organizations of the

Brevard Community College District Board of Trustees

For the Period July 1, 1994, Through June 30, 1997,
and Selected Actions of the Organizations

Taken From June 10, 1991, Through June 30, 1994

AUDIT REPORT SUMMARY

This audit report summary highlights the scope, objectives, methodology, and
findings of audit report No. 13170, dated March 23, 1998.  It is intended to present
the findings of our report in a condensed fashion.  The entire audit report should be
read for a comprehensive understanding of our audit findings.

SCOPE/O         BJECTIVES                  

The Auditor General, as part of the Legislature’s oversight responsibility for

operations of State and local government agencies and related organizations,

makes operational audits to evaluate management’s performance in administering

assigned responsibilities in accordance with applicable laws, administrative rules,

and other guidelines and to determine the extent to which the internal control, as

designed and placed in operation, promotes and encourages the achievement of

management’s control objectives in the categories of compliance, economic and

efficient operations, reliability of financial records and reports, and safeguarding

of assets.

The scope of this audit of the Florida Education and Research Foundation, Inc.,

and the Brevard Teaching and Research Laboratories, Inc., focused primarily on

actions and transactions of these organizations for the period July 1, 1994,

through June 30, 1997, and selected actions of the organizations taken from June

10, 1991, through June 30, 1994.
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METHODOLOGY                      

We conducted our audit in accordance with generally accepted auditing standards

and applicable standards contained in Government Auditing Standards issued by

the Comptroller General of the United States.

FINDINGS              

Matters coming to our attention relating to noncompliance with various guidelines

and those relating to significant deficiencies in the design or operation of the

internal control for those operations audited are as follows:

The scope of this audit included a determination of the extent to which the

internal controls of the Florida Education and Research Foundation, Inc. (FERF),

and the Brevard Teaching and Research Laboratories, Inc. (BTRL), promoted and

encouraged the achievement of management’s objectives in the areas of

compliance, economic and efficient conduct of operations, reliability of financial

records and reports, and safeguarding of assets.  In making this determination, our

audit disclosed that the internal control environment established for these

organizations was not conducive to the accomplishment of these objectives.  Most

significantly, we noted several conditions which limited the assurance that

activities and transactions of the organizations, which have been designated as

direct-support organizations of Brevard Community College (BCC), were

conducted at arms-length and in the best interests of the organizations, BCC, and

the State.  These conditions included: actions taken in apparent violation of the

Sunshine Law; transactions with entities that shared directors or officers; a lack of

competitive procedures for the selection of contractors, consultants, and vendors;

inadequate documentation of services provided by consultants; duplicate

payments for equipment; receipt of contributions and loans from contractors,

consultants, and vendors with whom the organizations conducted business; and a

lack of a documented basis for management or Board of Directors approval for

certain actions.  It is apparent from the existence of these material internal control

weaknesses and the findings included in this report that the activities of FERF and

BTRL have not been subjected to adequate and effective oversight.  (See

paragraphs 27 through 31.)
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Sunshine Law

Our review of the records of FERF disclosed that on 13 occasions actions of the

FERF Board of Directors were taken by unanimous consent of the Board

members without holding meetings.  Such actions included approval of bond

resolutions; authorization of the sale of land; appointment of Board members and

acceptance of resignation of Board members; amendment of by-laws to increase

Board membership; approval of a bank loan for the purchase of a vehicle; and

authorization to enter into contracts. Also, BTRL Board meetings prior to

November 1995 and FERF Board meetings prior to April 1996 were not noticed.

These actions appear to have been in violation of the Sunshine Law.  (See

paragraphs 32 through 36.)

Policies and Procedures

Our review of the operations of FERF and BTRL disclosed that these entities did

not have written policies and procedures for many of their functions, including

their accounting and related business functions, for extended periods of time

during which many of the actions discussed in this report took place.  For

example, adequate written policies and procedures were not available to

document controls over payroll and personnel expenses, procurement of goods

and services, and disbursement activities.  (See paragraphs 37 through 40.)

Budgetary Controls

Budgets for BTRL were provided for our review for the 1993-94, 1994-95,

1995-96, and 1996-97 fiscal years; however, no budget amendments were

prepared and submitted to the BTRL Board of Directors for any of those fiscal

years.  Additionally, no comparisons of budgeted revenues and expenses to actual

revenues and expenses were submitted to the BTRL Board of Directors.

Total budgeted expenses exceeded the total actual reported expenses for the

1994-95 and 1995-96 fiscal year; however, for the 1993-94 fiscal year, total actual

expenses ($910,393) exceeded total budgeted expenses ($747,070) by $163,323.

Also, total budgeted revenues substantially exceed total actual revenues for each

fiscal year.  Because budgeted revenues are a major factor in the estimation of

resources that will be available for use in the ensuing fiscal year, overly optimistic
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estimates of revenues in comparison to actual revenues can and have resulted in

shortfalls in available resources.  Additionally, the budgets did not include the

effects of prior year deficit fund balances.  Failure to consider necessary changes

in revenue estimates and prior year deficits may have contributed to the deficits

reported by the BTRL and the resulting need for funding by the BCC.  (See

paragraphs 41 through 46.)

Related-Party Transactions

Our audit disclosed numerous contractual relationships and transactions among

FERF, BTRL, BCC, and other organizations which shared Board members,

officers, or employees with these organizations.  These relationships and the

sharing of Board members may have resulted in transactions involving FERF and

BTRL that were not made at arm’s length and in the best interests of BCC and the

State.

These transactions are of even greater concern when considered together with the

lack of documentation of competitive vendor selection procedures in the selection

of the corporations to provide services and the lack of documentation for the

services actually provided.  Further, given the nature of these related-party

activities and the lack of documentation of actions taken and transactions

conducted, there is the potential that results of a review of the activities by the

Internal Revenue Service could jeopardize the not-for-profit status of these

organizations, or the tax exempt status of debt issues, under the United States

Internal Revenue Code and Florida Statutes.  (See paragraphs 47 through 53.)

General Disbursements

Our audit disclosed numerous expenditures by FERF and BTRL for which the

authorized public purpose contemplated to be served by the expenditures had not

been demonstrated in the records or which were not adequately documented as to

the application of necessary controls designed to assure that the goods and

services were actually received and were acquired at the lowest cost

commensurate with quality considerations.
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In the absence of supporting documentation to demonstrate the legal authority,

public purpose, and demonstrable benefit provided to BCC and the State of

Florida, the FERF and BTRL Boards of Directors could not be assured as to their

propriety.  (See paragraphs 56 through 63.)

Duplicate Payments

In audit report No. 12356, paragraphs 36 through 44, we noted that effective

controls were not exercised over the equipment purchases made under the

arrangements among BCC, BTRL, and Indian River Region Environmental

Institute (IRREI).  Specifically we noted:  (1) the contract between BCC and

BTRL had not been approved by the BCC’s Board of Trustees and the contract

was general in nature and did not specify the manner in which services would be

provided; (2) there was nothing of record authorizing any delegation of

purchasing authority to BTRL or IRREI or specifying the procedures to be

followed by those organizations; (3) there was no indication that any of the items

were purchased pursuant to bids or combined for bid purposes; and (4) the

purchases were not adequately supported by BCC purchase orders, receiving

reports, and invoices.  Our audit of BTRL disclosed that $66,258.16 of purchases

billed to BCC by IRREI and paid by BCC during the period from January 1992 to

December 1992 were also billed to BCC by BTRL and paid by BCC during the

period from July 1992 to February 1993.

On November 17, 1997, the BCC Vice-President for Business Affairs filed a

claim with the Florida Community College Risk Management Consortium

indicating that “Brevard Community College has been hit with a series of

duplicate payments which resulted in the college losing $66,953.33.”   (See

paragraphs 64 through 70.)

High Efficiency Chiller Purchase

A BCC internal audit report dated June 30, 1997, questioned the purchase of a

high efficiency chiller for the BTRL clean room facility using Florida Department

of Community Affairs’ grant funds.  The information provided in the internal

audit report indicated that actions were taken to represent falsely that grant terms

had been met in the acquisition of the chiller.  (See paragraphs 71 through 73.)
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Contributions from Vendors and Consultants

Our audit disclosed that numerous contributions (totaling approximately $75,900)

and loans (totaling $5,400) were received by FERF from consultants and vendors

doing business with FERF or BTRL. The loans and contributions were made

directly to FERF by the consultants and vendors and recorded in the accounting

records of FERF.

The receipt of contributions and loans from consultants and vendors doing

business with an organization or a related organization raises a question regarding

the propriety of the transactions between the organization and the consultants and

vendors.  While it is generally not possible on postaudit to determine the existence

of any relationship between the business transactions and the loans or

contributions, such contributions and loans, together with the cited lack of

competitive vendor or consultant selection procedures and lack of adequate

documentation of goods or services provided, could indicate a circumvention of

the controls normally associated with the conduct of business by arm’s length

transactions between independent parties.  (See paragraphs 74 through 76.)

Motor Vehicles

Our review disclosed that FERF obtained at its cost a vehicle that was used by the

former President of FERF.  There was nothing of record to indicate that FERF

considered and documented the basis for determining:  (1) the need to acquire the

vehicle; (2) the type of vehicle that would best serve FERF’s needs as compared

to the costs; and (3) the manner of acquiring the vehicle at the least cost to FERF.

We also noted that the vehicle subsequently was sold to the former President of

FERF without consideration of whether the vehicle could have been sold at a

higher price by open bid or other competitive procedure.  (See paragraphs 77

through 83.)

Travel Expenditures

Our examination of travel expense reimbursements disclosed questionable travel

reimbursements totaling $1,611.50 to the former FERF President.  These

reimbursements were included in payments to the former FERF President totaling

$2,424.00 for 10 trips, primarily to Tallahassee, during the period from December
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1994 through June 1995.  Nine of the reimbursements were made from BTRL

accounts and one was made from a BCC account.  Since the vehicle used by the

former FERF President was leased by FERF at that time, it appears to be

inappropriate for BTRL to pay the mileage expenses for travel by the former

President.  (See paragraphs 84 through 87.)

Bonded Debt

On October 1, 1994, the City of Palm Bay issued Lease Revenue Bonds (Series

1994A) in the amount of $8,955,000 and Taxable Lease Revenue Bonds (Series

1994B) in the amount of $140,000 and loaned the proceeds to the Florida

Education and Research Foundation, Inc. (FERF), to finance the acquisition of 44

acres of land by FERF and the development and construction of a 35,000 square

foot building.  On April 1, 1995, the City issued Lease Revenue Refunding Bonds

(Series 1995A) in the amount of $9,360,000.  The proceeds of this issue were

used to refund the Series 1994A bonds at par of $8,995,000, pay a three percent

redemption premium of $268,650, pay $100,000 into the interest fund, and pay

$36,350 into the expense fund to cover certain costs of issuance.  The result of

these debt issues is that debt of $9.5 million ($140,000 and $9,360,000) was

incurred and must be repaid in order to generate only $6.27 million for land and

facilities acquisition.

The 1995A bond issue dated April 1, 1995, in the amount of $9,360,000 (to

refund the $8,955,000 issue) was rated by Moody’s Investors Service as “Baa”  or

medium investment grade bonds and carried interest rates ranging from 6.1 to 7.0

percent.  According to Moody’s Investors Service, the basis for the rating was a

resolution passed by the BCC Board of Trustees on January 23, 1995, which

stated:

“ The Board of Trustees hereby covenants to use its best efforts, in its sole judgement,

to provide for the Lease Payments in each annual proposed budget within the restricted

fund category. . . .”

Based on our review of the Moody’s Daily Recap dated March 24, 1995, and the

more detailed Credit Report dated March 27, 1995, it is apparent that the bond

rating of “Baa”  was based, at least in part, on the BCC resolution.
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In our audit report No. 13000, paragraph 49, on BCC, dated May 28, 1997, we

noted that substantial payments were made by BCC to BTRL and we questioned

whether it was the intent of the Legislature to authorize colleges to routinely pay

significant operating costs of a college’s direct-support organization without

reimbursement.

In October 1997, Moody’s Investors Service lowered its rating on the 1995A

bonds to a “Ba”  rating.  According to Moody’s Investors Service, bonds which

are rated “Ba”  are said to have speculative elements and their future cannot be

considered as well assured.  (See paragraphs 88 through 96.)

Bond Issuance and Other Related Costs

The amount of bond proceeds expended for direct project costs or deposited for

payment on the bonds represents only 80 percent of the total amounts disbursed as

a result of the bond issues (64 percent for the bond project, $6,270,498.19, and 16

percent deposited to debt service and interest funds, $1,570,008.51), while the

issuance and other costs on the bond issue was 20 percent, which is excessive.  In

light of the significant costs incurred to issue this debt, it is not evident on what

basis the determination was made that this debt financing was in the best

economic interest of the public, BCC, and BTRL.  (See paragraphs 98 through

101.)

Unauthorized Use of Bond Funds

The bond indentures for the bond issues included provisions specifying the proper

uses of the bond proceeds and interest earned thereon.  These uses, as set forth in

Article 5 of the Bond Indenture included interest on the bonds, prepaid lease

payments, redemption of the refunded bonds, issuance costs, and project costs.

The amounts paid from the proceeds and interest for these bond issues included

several amounts totaling $251,613.61 for which documentation was not available

to demonstrate that they were related to the purposes for which the bonds were

issued and included in the project budget.  (See paragraphs 102 through 107.)
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Selection of Underwriters, Construction Manager, and Other Service Providers

The underwriter for the bond issues was paid $900,214.27 for fees, expenses, an

underwriter’s discount, and a redemption premium and $372,067.82 for accrued

interest earned on the bond proceeds while the bonds were held by the

underwriter.  The architect and the construction manager for the construction of

the Brevard Laboratories facility were paid $319,914.83 and $2,347,104.15,

respectively, from the proceeds of the bond issues.  Additionally, a total of

$1,980,167.24 was paid to various vendors or contractors for materials and labor

related to completion of the project facilities.  In addition to the underwriter,

architect, and construction manager, our review of the payments made from the

bond proceeds and related interest earnings disclosed payments totaling

$733,330.72 to several professionals, including attorneys, financial advisors, and

a development consultant, for services rendered in connection with the bond

issues.

Our review of bond-related FERF documents provided for our examination

disclosed no indications of the use of competitive selection procedures for

securing the services of the underwriter, the architect, the construction manager,

and the other professionals.  Our review of FERF records did not disclose the

basis used by FERF in deciding that noncompetitive negotiated sales were

appropriate for the issues and that competitive selection of the architect,

construction manager, and other consultants were unnecessary.  Additionally, the

Vice-President for Business Affairs, at our request, obtained from the construction

manager documentation of quotes received by the construction manager for

various materials and labor related to construction of the project facilities.

However, records were not available to evidence that this documentation had been

reviewed by BCC or BTRL personnel and that appropriate bid procedures had

been applied in the selection of the vendors and contractors who were paid for

materials and labor.

Competitive selection procedures are generally used to provide objective

assurance that the best services and interest rates are obtained at the lowest

possible cost and to demonstrate that selection procedures are free of self-interest

and personal or political influences.  Furthermore, competitive practices reduce
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the opportunity for fraud and abuse, and are fair to competing finance

professionals.  The lack of competitive selection procedures, in combination with

a lack of contracts and inadequate documentation of services provided, provides

very little assurance in this regard.  (See paragraphs 108 through 111.)

Lease-Purchase Agreement

BTRL is responsible for accumulating resources to meet the debt service

requirements on the bonds issued for the Brevard Teaching and Research

Laboratories project by the terms of its Lease-Purchase Agreement with FERF.

However, as evidenced by the deficit fund balances accumulated by BTRL and

the support provided to BTRL by BCC, it is apparent that adequate consideration

was not given to the ability of BTRL to accumulate resources adequate to meet

the debt service requirements.  The primary source of revenues of BTRL is

laboratory user fees.

While BTRL, under the terms of the Lease-Purchase Agreement, initially leased

44 acres from FERF, and therefore was responsible for funding the entire debt

service for the bond issue, BTRL was utilizing only a 3.7 acre parcel of land on

which the laboratory facility was constructed.  As a result of the sale or other

disposition, the land under lease to BTRL has been reduced; however, BTRL is

still paying for debt service on 32.28 acres of land which is well in excess of the

value of goods received and utilized.  Because of the excessive acreage included

in the Lease-Purchase Agreement, as well as the excessive load on the debt issue,

BTRL is responsible for making lease payments in amounts that significantly

exceed the value of the assets being utilized.  (See paragraphs 112 through 114.)

BCC provided support totaling $3,065,042 to BTRL through June 30, 1997, to

supplement BTRL’s other revenues and pay the costs of operations of the

laboratories and the debt service.  Our review of the records of FERF and BTRL

and the official bond documents disclosed no feasibility studies or market surveys

conducted to assess the ability of BTRL to generate sufficient revenues from user

fees or other sources to provide for the cost of operations and debt service

requirements.
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In view of the levels of revenues generated by BTRL and the levels of support

provided to BTRL by BCC, it appears that the bonds were issued and the

Lease-Purchase Agreement entered into without adequate consideration as to the

ability of BTRL to fund the debt service.  (See paragraphs 115 through 118.)

Land Transactions

Our audit disclosed that FERF executed several real estate transactions without

obtaining real estate appraisals.  Additionally, minutes of FERF Board meetings

did not clearly evidence the Board’s consideration of the reasons for these

transactions and how these actions were expected to benefit BCC and its

missions.

Good business practices dictate that real estate appraisals should be obtained prior

to any decision to sell, purchase, or exchange real estate; however, we have not

been provided with any appraisals of the bond land.  The establishment of a

minimum sales price of $43,260 per acre (including redemption premium) for the

bond land presumed that the land could be sold for that amount.  The proceeds of

such sales are to be paid into the Land Sale Redemption account to reduce the

debt owed by BTRL which, under the terms of its Lease-Purchase Agreement

with FERF, is responsible for the debt service on all of the lands.  To enable

BTRL to meet its obligation, it is important that this land be sold and the debt

reduced accordingly.  However, the only releases of the bond land to date were

made through the purchase/exchange of 9.92 acres between Parrish Medical

Center and BCC and the 1.8 acres released for the Clean Room.

Our review of the real estate market around the Palm Bay campus indicated that

the real estate market, which peaked in 1992 or 1993, is well below the $43,260

per acre required minimum purchase price.  In purchasing the property, FERF

may have relied on some appraisals obtained by BCC for property purchased by

BCC in the same area; however, it is apparent that the value of the remaining

bond land is currently less than the required minimum price of $43,260, making

disposition of the property at that price very difficult.  (See paragraphs 119

through 126.)
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Use of College Facilities

As direct-support organizations of BCC, FERF and BTRL are authorized to use

BCC facilities.  However, examination of the activities of FERF and BTRL

disclosed several other corporations that listed the same address on corporate

filings, but had not been designated as direct-support organizations.

One of these organizations, the Indian River Region Environmental Institute, Inc.

(IRREI), had entered into an agreement with BCC to provide certain services to

BCC.  This agreement provided for IRREI to utilize BCC facilities.  Because no

value was placed on the services to be provided or the use of BCC facilities, we

were precluded from determining whether the BCC was providing use of facilities

on a commensurate basis with the services provided by IRREI.  No such contracts

with the other organizations were provided for our review.  While the scope of

our audit did not include the activities, if any, of the remaining organizations, we

did note that the officers and directors of several of these organizations were also

officers and directors of FERF and BTRL and that some of these organizations

had contractual relationships with BCC.  In the absence of direct-support

organization designations for these corporations, we are unaware of any authority

for their use of BCC facilities.  (See paragraphs 127 through 129.)

The written responses to the audit findings and recommendations included in audit
report No. 13170 are presented as Exhibit F.
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OPERATIONAL AUDIT
OF THE

FLORIDA EDUCATION AND RESEARCH FOUNDATION, INC.,
AND

BREVARD TEACHING AND RESEARCH LABORATORIES, INC.,
Direct-Support Organizations of the

Brevard Community College District Board of Trustees

For the Period July 1, 1994, Through June 30, 1997,
and Selected Actions of the Organizations

Taken From June 10, 1991, Through June 30, 1994
Par.
 No.

REPORT ON COMPLIANCE AND INTERNAL CONTROL

 (1) Florida Education and Research Foundation, Inc., and Brevard Teaching and Research

Laboratories, Inc., management are responsible for administering numerous operating units,

programs, activities, functions, and classes of transactions in accordance with governing

provisions of laws, Articles of Incorporation, and other guidelines.  Additionally, the proper

administration of public funds requires that management establish and maintain a system of

internal control to provide reasonable assurance that specific entity objectives will be achieved.

The Auditor General, as part of the Legislature’s oversight responsibility for operations of State

and local government agencies and related organizations, makes operational audits to

determine the extent to which management has fulfilled those responsibilities.

 (2) The scope of this audit focused primarily on revenues and cash receipts, budgetary controls,

expenditures, procurement of good and services, property and equipment, land acquisitions,

leases, and long-term debt.  For each of these areas, our audit included examinations of various

transactions (as well as events and conditions) during the period July 1, 1994, through June 30,

1997, and selected actions of the organizations taken from June 10, 1991, through June 30,

1994.

 (3) We conducted our audit in accordance with generally accepted auditing standards and

applicable standards contained in Government Auditing Standards issued by the Comptroller

General of the United States.  Our audit objectives for the operating units, programs, activities,

functions, and classes of transactions within the scope of audit were:
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• To evaluate the organizations’ performances in administering their assigned

responsibilities in accordance with applicable laws, Articles of Incorporation, and other

guidelines.

• To determine the extent to which the organizations’ internal control promotes and

encourages the achievement of management's objectives in the categories of compliance

with applicable laws, Articles of Incorporation, and other guidelines; the economic and

efficient operation of the organizations, the reliability of financial records and reports;

and the safeguarding of assets.

• To determine whether the organizations have corrected, or are in the process of

correcting, all deficiencies disclosed in prior audit reports issued by independent certified

public accountants.

 (4) As a part of our audit, we examined, on a test basis, evidence supporting transactions (as well

as events and conditions) which occurred; performed analytical procedures; reviewed

management's administrative constructions of law; and performed such other procedures as we

considered necessary in the circumstances.  Our objective was to evaluate management's

compliance with significant provisions of laws, Articles of Incorporation, and other guidelines

governing those operating units, programs, activities, functions, and classes of transactions

within the scope of audit.  However, providing an opinion on compliance with those provisions

was not an objective of our audit.

 (5) The results of our tests of compliance indicated that, with respect to the items tested, the

organizations in many respects had not complied with significant provisions of laws, Articles

of Incorporation, and other guidelines governing those operating units, programs, activities,

functions, and classes of transactions within the scope of audit.  Matters coming to our

attention relating to noncompliance with various guidelines for those operations audited are

noted in the FINDINGS AND RECOMMENDATIONS section of this report.

 (6) In planning and performing our audit, we considered the organizations’ internal control

relevant to those operating units, programs, activities, functions, and classes of transactions

within the scope of audit.  Our purpose in considering internal control was to determine the

nature, timing, and extent of substantive audit tests and procedures necessary to the

accomplishment of our audit objectives, not to provide assurance on internal control.
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 (7) We noted certain matters involving the design and operation of the organizations’ internal

control that we consider to be reportable conditions.  Reportable conditions involve matters

coming to our attention relating to significant deficiencies in the design or operation of internal

control that, in our judgment, could, and did, adversely affect management's assurance of

compliance with applicable laws, Articles of Incorporation, and other guidelines; the economic

and efficient operation of the organizations; the reliability of financial records and reports; and

the safeguarding of assets.  Those matters coming to our attention for the operating units,

programs, activities, functions, and classes of transactions within the scope of audit are noted

in the FINDINGS AND RECOMMENDATIONS section of this report.

 (8) A material weakness is a condition in which the design or operation of one or more of the

internal control components does not reduce to a relatively low level the risk that operating

deficiencies, material in relation to the financial records and resources of the operating units,

programs, activities, functions, and classes of transactions being audited, may occur and not be

detected within a timely period by employees in the normal course of performing their

assigned functions.  Our consideration of internal control would not necessarily disclose all

matters in the organizations’ systems of internal control that might be reportable conditions

and, accordingly, would not necessarily disclose all reportable conditions that are also

considered to be material weaknesses.  However, we believe that the reportable conditions

described in the FINDINGS AND RECOMMENDATIONS section of this report collectively

constitute material weaknesses in internal control.

 (9) This report is intended for the information of the Legislative Auditing Committee, members of

the Florida Senate and the Florida House of Representatives, and applicable management.

Copies of this report are available pursuant to Section 11.45(7), Florida Statutes, and its

distribution is not limited.
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BACKGROUND

 (10) As directed by the Joint Legislative Auditing Committee (JLAC) at its June 19, 1997, meeting,

the scope of this audit included activities of the Florida Education and Research Foundation,

Inc. (FERF), and the Brevard Teaching and Research Laboratories, Inc. (BTRL), both of which

have been designated as direct-support organizations of the District Board of Trustees of the

Brevard Community College.  The JLAC also requested that the scope of the audit include two

other organizations, Florida Education and Redevelopment Foundation, Inc. (Foundation), and

the Foundation Park Manufacturing Center # 1, a Florida Limited Liability Company (FPMC).

We were informed by the individual serving as both President of the Foundation and

Vice-President of the FPMC that these two organizations had no transactions other than as

described in paragraph 25, and, therefore, there are no records to audit.  Our examination of the

records of FERF and BTRL did not disclose any transactions related to the Foundation and the

FPMC.  Our review, however, did disclose a number of transactions with other related parties

which are discussed in other sections of this report.

 (11) According to a FERF publication issued in February 1994, entitled Foundation Park – A View

of the Future, FERF was created for the purposes of enhancing the development of the Palm

Bay Campus of Brevard Community College and supporting the growth, scope, and

development of Brevard Teaching and Research Laboratories.  According to the publication,

Foundation Park is intended to be a secondary campus to Brevard Community College’s Palm

Bay Campus, to be planned jointly with a State university offering 2 + 2 programs to enable

students to obtain four-year degrees from a university.  The Park is planned to be developed in

six phases which include acquisition of the land adjacent to the Palm Bay Campus and

construction of several facilities thereon, including Brevard Community College’s Brevard

Teaching and Research Laboratories facility.  As discussed in paragraph 20, BTRL was

established to assist Brevard Community College (BCC) in the operation, maintenance, and

management of the Brevard Teaching and Research Laboratory facility.

 (12) In 1993 FERF obtained options from Atlantic Gulf Communities Corporation for the purchase

of 162.33 acres of land adjacent to BCC’s Palm Bay Campus (see Exhibit D).  As a result of

several transactions involving this land, which are described in paragraphs 119 through 126,

BCC acquired approximately 35 acres of this land, 5.63 acres were sold to a private

corporation, and the rest is titled to FERF, including 3.7 acres on which the Brevard Teaching
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and Research Laboratories facility is located and 1.8 acres on which the “Clean Room”  is

being constructed (see paragraphs 120 and 121).  The “Clean Room,”  which is scheduled for

completion in early 1998, will provide a dust free environment in which to conduct tests for

flat panel displays and other purposes (see Exhibit E).

 (13) On October 1, 1994, the City of Palm Bay, issued, as a conduit issuer on behalf of FERF, tax

exempt lease revenue bonds and taxable lease revenue bonds totaling $8,955,000 and

$140,000, respectively, for the acquisition of approximately 44 acres of the land under the

FERF option contract and the construction of the Brevard Teaching and Research Laboratories

facility.  Tax exempt refunding bonds in the amount of $9,360,000 were issued on April 1,

1995, to refund the $8,955,000 issue.  FERF contracted for construction of the laboratories

facility and a lease agreement was entered into between FERF and BTRL whereby BTRL is

required to make lease payments to FERF over a period of 30 years in an amount sufficient to

make the required debt service payments.  After 30 years, title to the facility passes to the

District Board of Trustees of BCC.  It was expected that the laboratory facility would be able

to generate sufficient resources through the assessment of user fees to make the required lease

payments to FERF; however, in audit report No. 13000, paragraph 39, we disclosed that as of

June 30, 1996, BCC had provided funding for BTRL operations in the amount of $1,789,345.

Our current review disclosed that as of June 30, 1997, BCC had provided support of

$3,065,042 in the form of appropriations, temporary cash advances, loans, and personnel costs.

Our review also indicated that BCC is continuing to subsidize BTRL operations in the 1997-98

fiscal year.

 (14) Our findings and recommendations relating to these and other related activities of FERF and

BTRL are included under appropriate subheadings in the FINDINGS AND

RECOMMENDATIONS section of this report.

Authority

The Florida Education and Research Foundation, Inc.

 (15) The Florida Education and Research Foundation, Inc. (FERF), was established as a

not-for-profit corporation under the provisions of Chapter 617, Florida Statutes, on September

13, 1991.  According to its Articles of Incorporation, the purposes for which FERF is

organized are within the meaning of Section 501(c)(3) of the Internal Revenue Code of 1954,

which includes charitable, scientific, and educational purposes.  The specific purposes of
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FERF, as set forth in the Articles of Incorporation, are to prepare, promote, publish, and

distribute educational materials; conduct educational forums, lectures, and seminars; develop

and promote financial aid programs; support individual research projects and individual

researchers; promote the transfer of technology from research programs to the private sector;

and support individual educators and educational programs.  The objectives or goals specified

in FERF’s Articles of Incorporation include awareness of and support for quality higher

education; attainment of higher education by those otherwise unable to attend institutions of

higher learning; support for research; promotion and support for “ technology transfer” ; and

development of needed educational programs.

 (16) To accomplish its purposes, objectives, and goals, the Articles of Incorporation empower

FERF to, among other things, acquire, hold, transfer, and dispose of real and personal property;

obtain and dispose of copyrights, patents, designs, and similar rights; borrow money; invest

funds; and solicit funds.

 (17) The members of the Board of Directors of the Florida Education and Research Foundation,

Inc., from inception, as indicated in the minutes of the Board of Directors and annual reports

filed with the Florida Department of State, are as follows:
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Tom B. Adams 1991-1997

Dr. Stan Bates 1993-1997

Margaret Beaumont 1992

Eric Benzing 1992-1993

Sandra E. Billings 1991-1992

Harry Brandon 1995-1997

Jerome G. Carstens 1995

John D’Albora 1995

Gwendolyn DeCort 1993-1995

Eugene C. Johnson 1997 to Present

William A. Johnson 1992-1993

Stephen Megregian 1993 to Present

Peter Morton 1997

Robert Nanni 1995-1997

Brian L. Nemeroff 1995-1996

Jerry Phillips 1996-1997

Dr. Bert Purga 1997 to Present

Dr. Joe Lee Smith 1997 to Present

Dale E. Sugarman 1993-1995

Tom Szuba 1995 to Present

Jodie H. Thompson 1996

 (18) Tom Adams served as President of FERF from inception to April 16, 1997.  Peter Morton

served as President from April 16, 1997, to June 17, 1997.  Stephen Megregian has served  as

President since June 17, 1997.

 (19) According to the General Counsel to BCC, FERF is now inactive, except for the liquidation of

its real estate holdings (see paragraph 121) and the continued support of the bond issue for the

development of Foundation Park and support of BCC.

Brevard Teaching and Research Laboratories, Inc.

 (20) The Brevard Teaching and Research Laboratories, Inc. (BTRL), was established as a

not-for-profit corporation under the provisions of Chapter 617, Florida Statutes, on April 14,

1992.  According to its Articles of Incorporation, the purposes for which BTRL is organized

are within the meaning of Section 501(c)(3) of the Internal Revenue Code of 1954, which

includes charitable, scientific, and educational purposes.  The specific purpose of BTRL, as set

forth in its Articles of Incorporation, is to assist BCC in the operation, maintenance, and

management of the Teaching and Research Laboratory Complex at the Florida Advanced
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Technology Center of BCC, including those functions which it is difficult for BCC to perform

within the established administration of its educational mission.  The objectives or goals

specified in BTRL’s Articles of Incorporation relate to scientific and environmental research;

student understanding of the benefits of such research; provision of laboratories for the

instruction, teaching, and training of students for employment in such fields, as well as for use

by private and public researchers; and to aid in the development of new products.

 (21) To accomplish its purposes, objectives, and goals, the Articles of Incorporation empower

BTRL to, among other things, acquire, hold, transfer, and dispose of real and personal

property; obtain and dispose of copyrights, patents, designs, and similar rights; borrow money;

invest funds; and solicit funds.

 (22) The members of the Board of Directors of the Brevard Teaching and Research Laboratories,

Inc., as indicated in the minutes of the Board of Directors and annual reports filed with the

Florida Department of State, are as follows:

Dr. Donald Astrab 1992

Sandra E. Billings 1992 - 1994

Dr. Charles Colman 1992 - 1994

John D’Albora 1994 to Present

Dr. Tom Denison 1992

Dr. Michael Helmstetter 1994 to Present

Robert Lawton 1995 to Present

Stephen Megregian 1992 to Present

Dr. Bert Purga 1992 to Present

Bernard Simpkins 1992 - 1994

 (23) Sandra E. Billings served as President from inception to August 26, 1994.  Dr. Michael

Helmstetter has served as President since August 26, 1994.

Direct-Support Organization Status

 (24) The Florida Education and Research Foundation, Inc., and the Brevard Teaching and Research

Laboratories, Inc., were certified by the District Board of Trustees of the Brevard Community

College as direct-support organizations of BCC on November 15, 1993, and December 10,

1992, respectively.  Section 240.331, Florida Statutes, defines a community college

direct-support organization as a not-for-profit corporation incorporated under the provisions of
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Chapter 617, Florida Statutes, and approved by the Florida Department of State.  A

direct-support organization is organized and operated exclusively to receive, hold, invest, and

administer property and to make expenditures to, or for the benefit of, a community college

and in the best interest of the State.  As direct-support organizations, FERF and BTRL are

authorized by the District Board of Trustees of the Brevard Community College to use the

property, facilities, and personal services (including full-time or part-time personnel, as well as

payroll processing) at BCC.

Other Related Organizations

 (25) FERF and/or BTRL have entered into contracts or other business transactions with several

other corporate entities with which FERF and BTRL share Board members and/or officers.

Following are descriptions of several such entities, some of which are mentioned in the

FINDINGS AND RECOMMENDATIONS section of this report:

• Florida Education and Redevelopment Foundation, Inc. (Foundation), was established as

a not-for-profit corporation under the provisions of Chapter 617, Florida Statutes, on

September 17, 1996.  According to its Articles of Incorporation, the purposes for which

the Foundation is organized are within the meaning of Section 501(c)(3) of the Internal

Revenue Code of 1954, which includes charitable, scientific, and educational purposes.

The specific purposes, objectives, and goals of the Florida Education and Redevelopment

Foundation, as set forth in the Articles of Incorporation, are identical to those of the

Florida Education and Research Foundation, Inc. (FERF), as described in paragraph 15.

At the time of incorporation, the members of the Board of Directors of the Foundation

also served on the Board of Directors of FERF.  According to the President of the

Foundation, no business has been transacted by the Foundation, other than submission of

a proposal to the St. Johns River Water Management District for the construction and

lease of a building to be located on land owned by FERF.  The Foundation’s proposal

was originally accepted by the District, but was subsequently withdrawn.

• Indian River Region Environmental Institute, Inc. (IRREI), was established as a

not-for-profit corporation under the provisions of Chapter 617, Florida Statutes, on

August 10, 1990.  According to its Articles of Incorporation, the powers of IRREI are

limited to those authorized by Section 501(c)(3) of the Internal Revenue Code and the

purposes for which IRREI is organized are to further research and development of
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programs and procedures for the protection of the environment and to further a better

understanding of the benefits of environmental protection.  As described in paragraph 50,

IRREI entered into agreements with FERF, BTRL, and BCC to provide various services

at prescribed rates of compensation.

• Foundation Park Property Owners Association, Inc. (FPPOA), was established as a

not-for-profit corporation under the provisions of Chapter 617, Florida Statutes, on

March 31, 1995.  According to its Articles of Incorporation, the FPPOA was formed as a

wholly-owned subsidiary of FERF to maintain the common areas, environmental areas,

and residences of Foundation Park, including design and installation of a master

landscaping plan to provide irrigation and stormwater disposition.  The FPPOA is

authorized to charge fees to the residents of Foundation Park to accomplish these

purposes.

• Research Marketing Associates, Inc. (RMA), was established on September 24, 1991, as

a for-profit corporation authorized to engage in any activity or business permitted under

the laws of the United States and the State of Florida.  RMA is authorized to issue and

have outstanding at any time 500 shares of common stock with a par value of $1 per

share.  RMA entered into agreements with BTRL to provide business support services to

BTRL at specified rates of compensation.  According to information from FERF’s

independent auditor, FERF purchased RMA for a subscription price of $900 and is

shown on FERF’s audited financial statements as an investment.

• Foundation Park Manufacturing Center #1, a Florida Limited Liability Company

(FPMC), was established as a limited liability company under the provisions of Chapter

608, Florida Statutes, on January 15, 1997.  The Articles of Organization for FPMC do

not indicate the specific purposes for which it was incorporated or the goals and

objectives of the organization.  As originally organized, the FPMC had two managing

members who provided a total of $1,000 of capital contributions.  On September 11,

1997, we were informed by the FPMC Vice-President that FPMC had not transacted any

business.
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Related Audits

 (26) Our audit did not extend to an examination of the financial statements of the Florida Education

and Research Foundation, Inc., and the Brevard Teaching and Research Laboratories, Inc., for

the purpose of expressing an opinion thereon.  As direct-support organizations of BCC, they

are subject, pursuant to Section 240.331(3), Florida Statutes, to annual postaudits by an

independent certified public accountant.  Such audits through the fiscal year ended June 30,

1996, are available at the offices of BCC.  Additionally, an audit of FERF for the nine month

period ended March 31, 1997, was conducted and is available at the offices of BCC.
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FINDINGS AND RECOMMENDATIONS

 (27) As described in paragraphs 2 and 3 of this report, the scope of this audit included a

determination of the extent to which the internal controls of the Florida Education and

Research Foundation, Inc. (FERF), and the Brevard Teaching and Research Laboratories, Inc.

(BTRL), promoted and encouraged the achievement of management’s objectives in the areas

of compliance, economic and efficient conduct of operations, reliability of financial records

and reports, and safeguarding of assets.  In making this determination, our audit disclosed that

the internal control environment established for these organizations was not conducive to the

accomplishment of these objectives.  Most significantly, we noted several conditions which

limited the assurance that activities and transactions of the organizations, which have been

designated as direct-support organizations of Brevard Community College (BCC), were

conducted at arms-length and in the best interests of the organizations, BCC, and the State.

These conditions included: actions taken in apparent violation of the Sunshine Law;

transactions with entities that shared directors or officers; a lack of competitive procedures for

the selection of contractors, consultants, and vendors; inadequate documentation of services

provided by consultants; duplicate payments for equipment; receipt of contributions and loans

from contractors, consultants, and vendors with whom the organizations conducted business;

and a lack of a documented basis for management or Board of Directors approval for certain

actions.  Each of these conditions, which represent material weaknesses in the internal control

environment in which these organizations operated, are discussed under appropriate

subheadings of this report.

 (28) The current President of FERF has provided, in his written response to the findings

included in this report, additional information regarding many of the findings.  Where

appropriate, the additional information provided by the FERF President is addressed in

this report. With regard to several of the findings, the FERF President indicated that the

College was not in violation of certain Florida Statutes.  These findings are included in

paragraphs 32 through 36 (Sunshine Law), 47 through 53 (Related-Party Transactions), 54

through 63 (Procurement of Goods and Services – General Disbursements), 77 through 83

(Motor Vehicles), and 108 through 111 (Selection of Underwriters, Construction Manager,

and Other Service Providers).   In each of these findings, we have not indicated a violation

of the laws cited by the FERF President, but rather have described circumstances in
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which actions of FERF and controls established by FERF were not in accordance with

prudent business management practices.  For example, while bids for many of the

purchases cited in this report are not required by law, prudent business practices suggest

that bids, or some other appropriate competitive vendor selection procedure, should be

implemented to assure that quality products and services are received at the lowest

possible cost to FERF.  Where Florida law does not specifically address requirements for

particular business practices, it is the responsibility of management to implement

procedures to assure that resources are efficiently utilized and adequately safeguarded.

We note that the interim BCC President indicated in his written response that BCC

would implement procedures to assure that DSO activities are conducted in accordance

with prescribed policies and procedures and that appropriate controls are in place to

ensure compliance, including open competitive procurement practices.

 (29) While Section 240.331(2)(b), Florida Statutes, authorizes a community college to prescribe by

rule any condition with which a community college direct-support organization must comply in

order to use property, facilities, or personal services at any State community college, the law

does not mandate the adoption of rules and/or require oversight by the community college over

the activities of a direct-support organization.  The BCC has not adopted any rules pursuant to

Section 240.331(2)(b), Florida Statutes, and does not appear to have exercised significant

oversight over FERF and BTRL.  We noted that the President of BCC, on March 13, 1996,

issued a memorandum to the direct-support organizations to require them to adhere to certain

policies and procedures of BCC.  Implementation of such procedures could help to assure the

proper conduct of direct-support organization activities; however, they must be supplemented

by periodic reviews by BCC of the activities and prompt action to assure that adequate control

procedures are actually in effect.

 (30) As late as May 23, 1997, in response to our audit report No. 13000, BCC management

contended that the activities conducted through FERF and BTRL have been effectively

managed and have not constituted a financial drain on BCC.  The following is an excerpt from

the BCC’s May 23, 1997, response:

“ In the previous audit report, the Auditor General asked the college to examine the level

of support it was providing to Brevard Labs.  That was done.  However, again in this
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audit, the Auditor General is asking that the same question be revisited, and the question

as it is now being asked includes a request to again examine BTR Labs, this time

relative to whether or not it is within the college’s mission, and whether or not it is

acting as a financial drain on the college and thereby ‘impacting the educational

programs provided by the college.’

The College response shall show, in great detail, how it is intricately intertwined with

the mission of the college, and that its ‘impact’ on the other educational programs and

financial condition of the college is positive, not negative.”

The entire BCC response to audit report No. 13000 is included on pages 37 through 59 of that

audit report.

 (31) It is apparent from the existence of these material internal control weaknesses and the findings

included in this report that the activities of FERF and BTRL have not been subjected to

adequate and effective oversight.  The BCC should implement procedures for the review of

direct-support organization activities to assure that such activities are in accordance with

prescribed rules and/or policies and procedures and that appropriate internal controls are in

place to assure such compliance.  The Florida Legislature should consider whether to amend

Section 240.331, Florida Statutes, to require such oversight of the direct-support organizations

by the community colleges.

Sunshine Law

 (32) Section 286.011, Florida Statutes (the Sunshine Law), provides that all meetings of any board

or commission of any State agency or authority or of any agency or authority of any county,

municipal corporation, or political subdivision, except as otherwise provided in the State

Constitution, at which official acts are to be taken are declared to be public meetings open to

the public at all times, and no resolution, rule, or formal action shall be considered binding

except as taken or made at such meeting.  The board or commission must provide reasonable

notice of all such meetings and minutes of the meetings must be promptly recorded and open to

public inspection.  The Attorney General has opined (Attorney General Opinions Nos. 92-53,

92-80, and 94-32) that the Sunshine Law applies to not-for-profit corporations created for or by

a governmental entity for the purpose of assisting the governmental entity.  Accordingly, these

opinions indicate that direct-support organizations, such as FERF and BTRL, are subject to the

requirements of the Sunshine Law.
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 (33) Our review of the records of FERF disclosed that on 13 occasions actions of the FERF Board

of Directors were taken by unanimous consent of the Board members without holding

meetings.  Such actions included approval of bond resolutions; authorization of the sale of

land; appointment of Board members and acceptance of resignation of Board members;

amendment of by-laws to increase Board membership; approval of a bank loan for the

purchase of a vehicle; and authorization to enter into contracts.  Each instance was documented

by a form titled “ACTION WITHOUT MEETING BY UNANIMOUS WRITTEN

CONSENT”  and signed by members of the Board of Directors.  The

Government-in-the-Sunshine Manual, published annually by the Attorney General, indicates

that the Sunshine Law extends to any gathering of two or more Board members to discuss a

matter on which foreseeable action will be taken by the Board or to meetings between a Board

member and another person acting as a liaison between Board members.  Accordingly, the

above-described actions appear to have been in violation of the Sunshine Law.

 (34) The Attorney General stated in the Government-in-the-Sunshine Manual that for boards subject

to the Sunshine Law, reasonable notice of their meetings must be given.  Our review of FERF

records and discussion with the BCC Vice-President of Business Affairs, who is also the

current President of FERF and a Director of BTRL, disclosed that BTRL Board meetings prior

to November 1995 and FERF Board meetings prior to April 1996 were not noticed.

Subsequent meetings were generally noticed.

 (35) FERF and BTRL should take action to provide that all future meetings be held in strict

accordance with the provisions of the Sunshine Law.  Additionally, FERF and BTRL should

consult with legal counsel to determine what actions, if, any, are necessary to address the

validity and/or effect of actions taken under circumstances in apparent violation of the

Sunshine Law.

 (36) The current FERF President stated, in his written response to paragraphs 32 through 35,

that while the DSO Board meetings are now open to the public and routinely noticed, an

opinion from the College counsel shows that the Sunshine Law was not violated because

it does not apply to College DSO’s.  Our review of the College counsel’s opinion disclosed

the counsel did not conclude that the Sunshine Law does not apply to College DSO’s;

rather, he indicated that the Attorney General Opinions cited in the findings are
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persuasive but not controlling and that there remains some uncertainty as to the

applicability of the Sunshine Law.  We note that the interim BCC President indicates in

his written response that it is the intent of the College to take action to provide that all

future meetings and activities are held in strict accordance with the provisions of the

Sunshine Law.

Policies and Procedures

 (37) Our review of the operations of FERF and BTRL disclosed that these entities did not have

written policies and procedures for many of their functions, including their accounting and

related business functions, for extended periods of time during which many of the actions

discussed in this report took place.  For example, adequate written policies and procedures

were not available to document controls over payroll and personnel expenses, procurement of

goods and services, and disbursement activities.

 (38) The President of BCC by memorandum dated March 13, 1996, extended some of the College’s

policies and procedures to FERF and in May 1996, all FERF employees became BCC

employees, subject to all of the BCC policies and procedures; however, most of the activities

discussed in this report occurred prior to BCC’s extension of its policies and procedures to

FERF.

 (39) We were advised by the President of BTRL that BTRL has been subject to the policies and

procedures of BCC since January 1, 1994, the date that the BTRL employees became BCC

employees.  The BTRL President further advised that, previously, only a personnel policies

manual approved by the BTRL Board of Directors on April 10, 1993, was in effect.  As

discussed under appropriate headings in this report, some of the activities discussed in this

report occurred prior to the January 1, 1994, implementation of BCC policies and procedures

indicated by the BTRL President and others that occurred subsequent to that date did not

comply with applicable BCC policies.

 (40) The establishment of adequate policies and procedures should be an element of the oversight

for these organizations.  Such oversight should include both the adoption of proper policies and

procedures and a system for assurance that such policies and procedures have been fully

implemented.
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Budgetary Controls

 (41) The preparation and adoption of a budget provides a mechanism to plan a level of expenses to

meet the objectives and obligations of an organization while remaining within the resources

available.  Inherent in effective budgetary control is a process to monitor actual expenses as

compared to the adopted budget and take action to limit expenditures or revise budgeted

amounts, as appropriate.  As discussed in the following paragraphs, our review indicated that

BTRL had not implemented adequate policies and procedures for the amendment of its budget

and use of the budget to control the revenues and expenses of the organization.

 (42) BTRL had implemented a process for the preparation of annual budgets.  Also, on January 23,

1995, the District Board of Trustees of BCC adopted a resolution requiring the management of

the BTRL in conjunction with the BCC staff, to prepare an annual budget for BTRL in

conformity with procedures established for all departments of BCC.  Budgets were provided

for our review for the 1993-94, 1994-95, 1995-96, and 1996-97 fiscal years; however, no

budget amendments were prepared and submitted to the BTRL Board of Directors for any of

those fiscal years.  Additionally, no comparisons of budgeted revenues and expenses to actual

revenues and expenses were submitted to the BTRL Board of Directors.  Our comparison of

the total budgeted revenues and expenses to actual revenues and expenses as shown in the

independent audit reports for the 1993-94, 1994-95, and 1995-96 fiscal years disclosed the

following:

Variance
Favorable

Description Budgeted Actual (Unfavorable)

1993-94

Total Revenues 797,000$          579,773$     (217,227)$             
Total Expenses 747,070            910,393       (163,323)               

Revenues in Excess of Expenses 49,930$            (330,620)$    (380,550)$             

1994-95

Total Revenues 1,885,000$       956,880$     (928,120)$             
Total Expenses 1,885,000         1,111,086    773,914                

Revenues in Excess of Expenses -$                  (154,206)$    (154,206)$             

1995-96

Total Revenues 1,725,000$       1,072,405$  (652,595)$             
Total Expenses 1,330,669         1,290,472    40,197                  

Revenues in Excess of Expenses 394,331$          (218,067)$    (612,398)$             
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 (43) The audited actual revenue and expense amounts for the 1996-97 fiscal year were not

available.  A comparison of budgeted revenues and expenses to actual revenues and expenses

as shown on provisional (unaudited) financial statements prepared by BTRL disclosed the

following:

Variance
Favorable

Description Budgeted Actual (Unfavorable)

Total Revenues 2,060,000$  1,030,238$         (1,029,762)$   
Total Expenses 1,931,000    1,707,875           223,125         

Revenues in Excess of Expenses 129,000$     (677,637)$          (806,637)$      

 (44) As indicated above, total budgeted expenses exceeded the total actual reported expenses for the

1994-95 and 1995-96 fiscal year; however, for the 1993-94 fiscal year, total actual expenses

($910,393) exceeded total budgeted expenses ($747,070) by $163,323.  As also indicated in

the above tabulation, total budgeted revenues substantially exceed total actual revenues for

each fiscal year.  Because budgeted revenues are a major factor in the estimation of resources

that will be available for use in the ensuing fiscal year, overly optimistic estimates of revenues

in comparison to actual revenues can and have resulted in shortfalls in available resources.

Additionally, the budgets did not include the effects of prior year deficit fund balances.  Failure

to consider necessary changes in revenue estimates and prior year deficits may have

contributed to the deficits reported by the BTRL and the resulting need for funding by the BCC

as discussed in paragraphs 13 and 115.

 (45) In the absence of timely amendments to adopted budgets and adherence thereto, the

effectiveness of the budget as a financial planning tool is diminished.  To ensure that expenses

of BTRL are properly monitored for changing conditions and kept within authorized amounts

and available resources, we recommend that BTRL, in conjunction with BCC, develop and

implement procedures to assure that budgets are properly prepared and amended, both as to

revenues and expenses, and that periodic comparisons are made and submitted to the BTRL

Board of Directors.  Additionally, procedures should be implemented to assure that reasonable

revenue estimates are determined and included in the budgets.

 (46) We are unaware of any specific requirement that the Florida Education and Research

Foundation, Inc. (FERF), adopt budgets for its activities and no budgets were made available

for our review.  In view of the limited activities of FERF at the present time (see paragraph
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19), it may not be necessary for FERF to adopt a budget; however, should the activities of

FERF increase in the future, FERF should, in conjunction with BCC, develop and implement

procedures to assure that budgets are properly prepared and amended and that periodic

comparisons are made and submitted to the FERF Board of Directors.

Related-Party Transactions

 (47) Our audit disclosed numerous contractual relationships and transactions among FERF, BTRL,

BCC, and other organizations which shared Board members, officers, or employees with these

organizations.  These relationships and the sharing of Board members may have resulted in

transactions involving FERF and BTRL that were not made at arm’s length and in the best

interests of BCC and the State.  Details of the relationships and transactions are described in

the following paragraphs.

 (48) Chapter 112, Florida Statutes, contains a code of ethics for public officers and employees in

the State of Florida.  In enacting the code of ethics, the Florida Legislature stated in Section

112.311(1), Florida Statutes, “ It is essential to the proper conduct of business that public

officials be independent and impartial and that public office not be used for private gain other

than remuneration provided by law.  The public interest, therefore, requires that the law protect

against any conflict of interest and establish standards for the conduct of elected officials and

government employees in situations where conflicts may exist.”   The Legislature further

stated, in Section 112.311(4), Florida Statutes, that, “ It is the intent of this act to implement

these objectives of protecting the integrity of government and of facilitating the recruitment of

qualified personnel by prescribing restrictions against conflicts of interest without creating

unnecessary barriers to public service.”   The code of ethics includes restrictions on activities

such as doing business with one’s agency, unauthorized compensation, and conflicting

employment or contractual relationships.

 (49) We recognize that the provisions contained in the code of ethics may not apply to officers and

employees of not-for-profit or for-profit corporations; however, they do apply to officers and

employees of BCC.  As direct-support organizations of BCC, FERF and BTRL are required by

Section 240.331, Florida Statutes, to be organized and operated exclusively to receive, hold,

invest, and administer property on behalf of BCC and to operate in a manner consistent with

the goals of BCC and in the best interest of the State.  We believe that this relationship

between the direct-support organizations and BCC places the operations of the direct-support
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organizations within the realm of public interest and mandates that such operations be

conducted in an ethical and prudent manner.

 (50) A summary of the transactions and the relationships among the parties to the transactions is

presented as Exhibit A and in the following paragraphs.

• The former President of FERF, who held that position from September 13, 1991, through

April 16, 1997, also held the following positions with other organizations with which

FERF had business relationships:

Organization Position From To

BCC Special Assistant to President 7/1/94 3/31/97

IRREI Director/President 8/10/90 (1) Present

RMA Director/President 10/31/91 (1) 2/25/93 (1)

(1)  Date of notification to Secretary of State of change in officers.

As indicated in paragraph 11, FERF was created for the purposes of enhancing the

development of Foundation Park at BCC’s Palm Bay Campus.  The former FERF

President’s responsibility as Special Assistant to the President of BCC was to oversee the

development of Foundation Park.  As described in paragraphs 13, 88, and 89, FERF

obtained financing for the Foundation Park land and facilities.  Thus the former President

of FERF was in a position to exercise considerable influence over the development of

Foundation Park.  Our review of the business relationships related to these organizations

disclosed the following:

- On July 1, 1992, prior to the former FERF (and IRREI) President’s employment

with BCC, BCC and IRREI entered into an agreement that provided for IRREI to

provide specified business services in support of the BTRL.  The contract stated

that fees for these services would be covered by short term contracts with the

initial contract to cover costs incurred by IRREI in the amount of $10,000.  Similar

arrangements continued through the 1993-94 fiscal year and IRREI was paid at

least $24,820 for services provided during that period.  BTRL entered into similar

agreements with IRREI and paid at least $116,120 to IRREI during the period from

January 1993 to July 1994, pursuant to those agreements.  Beginning in the

1991-92 fiscal year, IRREI began purchasing equipment for BTRL on behalf of the
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BCC (see paragraph 64).  During the 1991-92 through 1994-95 fiscal years, BCC

paid an additional $515,448.72 to IRREI, primarily for equipment purchases and

salaries.  On October 22, 1992, the IRREI Board of Directors resolved to

compensate the President of IRREI (who was also President of FERF at the time)

at $50,000 per year for services previously rendered in “ fiscal years 1990 and 1991

without receiving any compensation.”   Our audit did not include the transactions

of IRREI or a determination as to the extent, if any, of payments made pursuant to

the resolution.

- IRREI entered into a contract with FERF on February 17, 1995, providing for

IRREI to provide certain services for an unspecified time period to FERF including

planning, consulting, public relations, governmental relations involving seeking

grants from State and Federal sources, accounting and legal, and any other

requested services. The former President of FERF was also President of IRREI at

the time that this contract was entered into and was the only signer of the

agreement for both organizations.  FERF agreed to pay IRREI for such services,

with the exact amount of such payments to be decided upon by FERF and IRREI

after taking into account the complexity of the services to be provided, the

reasonable rate for comparable services, the value of the services to FERF, and the

expense and cost of providing the services.  Payments to IRREI by FERF,

primarily for services billed by IRREI, totaled $157,789 during the period from

August 1994 through November 1996.

- Research Marketing Associates, Inc. (RMA), also entered into three agreements

with BTRL during the period from October 1992 through October 1993 to provide

business support services, including marketing, public relations, and educational

funding specialists’ services, to BTRL, which agreed to pay $35 to $45 per hour

for such services. As indicated above, IRREI had also entered into an agreement

with BTRL to provide similar services.  The President of IRREI, who was also the

former President of FERF, was also President of RMA.  Payments to RMA during

the period from December 1992 through March 1994 totaled at least $115,793.  As

noted in paragraph 25, RMA was organized as a for-profit corporation but was

subsequently acquired by FERF.  The minutes of FERF did not disclose the basis
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for this acquisition, indicate any actions taken to determine the value of any assets

acquired, or how this acquisition was intended to benefit FERF or BCC.

• The BCC Vice-President for Business Affairs has served as a Director of FERF since

August 30, 1993, and a Director of BTRL since December 8, 1992.  The Vice-President

for Business Affairs is responsible for the business operations of BCC, including budget

development, financial planning, reporting, and purchasing.  On July 1, 1993, the

Vice-President signed, on behalf of BCC, an agreement between BCC and BTRL that

provided for BCC to pay $40,000 per month to BTRL for specified services.  While the

contract amount was included in the approved budget, the specific terms of the

agreement had not been approved, of record, by the BCC District Board of Trustees.  As

specified in the bond indenture for the bonds issued on behalf of FERF (see paragraph

104), the Vice-President was responsible for approving all draws made on the

construction fund for the construction of the Brevard Teaching and Research

Laboratories facility.

• As shown on Exhibit A, several individuals who served as directors and officers of the

corporations involved in the development of Foundation Park served on more than one

corporation Board of Directors.  For example, an individual who served as a director of

both FERF and BTRL also served as a director of IRREI and RMA.  Two other

individuals who served as directors of FERF also served as directors of both IRREI and

RMA.  As indicated above, both FERF and BTRL contracted with IRREI for services

and RMA contracted with BTRL to provide services.  As discussed more fully in

paragraph 69, in one instance BTRL contracted with a FERF director to provide

consulting services at a cost of $10,000.

 (51) The participation of the former President of FERF and the BCC Vice-President for Business

Affairs in the above relationships and the shared memberships on the Boards of Directors of

the corporations give rise to concerns that the transactions involving these corporations may

not have been at arm’s length and in the best interests of BCC and the State.  These

transactions are of even greater concern when considered together with the lack of

documentation of competitive vendor selection procedures in the selection of the corporations

to provide services and the lack of documentation for the services actually provided (see

paragraphs 56 through 63 and 108 through 111).  Further, given the nature of these
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related-party activities and the lack of documentation of actions taken and transactions

conducted, there is the potential that results of a review of the activities by the Internal

Revenue Service could jeopardize the not-for-profit status of these organizations, or the tax

exempt status of debt issues, under the United States Internal Revenue Code and Florida

Statutes.

 (52) Section 240.331(2)(c), Florida Statutes, authorizes the Board of Trustees of BCC to prescribe

conditions with which direct-support organizations must comply in order to use college

property, facilities, or personal services.  We recommend that the officers and directors of

FERF and BTRL consult with BCC officials regarding the implementation of restrictions on

the activities of the direct-support organizations which will assure the ethical conduct of

business by those organizations.  For example, the restrictions imposed by the code of ethics in

Chapter 112, Florida Statutes, should be considered in developing a code of ethics for FERF

and BTRL.

 (53) The current FERF President stated, in his written response to paragraphs 47 through 52,

that no conflicts of interest under Chapter 112, Florida Statutes, or any other Florida law

occurred as a result of the relationships described in the finding.  The point of the finding

is that the relationships among the various organizations, together with a lack of

competitive vendor selection procedures and inadequate documentation of the receipt of

goods and services, create an environment in which transactions among the organizations

may not be at arm’s length and in the best interests of the organizations, BCC, and the

State.  Although the law does not require a direct-support organization to comply with

Chapter 112, Florida Statutes, the interim BCC President, in his written response with

which we concur, indicates that it is the intent of the College to adopt such policies.

Procurement of Goods and Services

 (54) FERF and BTRL have been assigned specific responsibilities by their Articles of Incorporation

and, as direct-support organizations of BCC, by Section 240.331, Florida Statutes.  They are

authorized by Section 617.0302(15), Florida Statutes, to exercise all powers necessary or

convenient to effect the purposes for which they were organized.  The Articles of Incorporation

provide that all private funds received shall be expended as directed by the donor and all public

funds received from the State of Florida be managed and expended subject to the applicable
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laws of the State of Florida and the rules and regulations of the supervising State agency.  The

Articles of Incorporation do not specifically address certain other sources of funds, such as fees

for the use of facilities and bond proceeds; however, we believe that such funds accruing to a

direct-support organization are in the nature of public funds and should be expended subject to

the controls normally associated with public funds.  Further, the fiduciary responsibility

associated with such funds mandates that the benefits derived by FERF, BTRL, BCC, and the

State of Florida be demonstrated in the records of the organizations.

 (55) To provide documented assurance that FERF and BTRL expenditures are for authorized

purposes and in accordance with applicable requirements, FERF and BTRL are responsible for

establishing and maintaining internal controls including the establishment of procurement

practices that assure that transactions are made at arm’s length and in the best interests of

FERF, BTRL, BCC, and the State of Florida.

General Disbursements

 (56) Regarding the expenditure of public moneys, FERF and BTRL must, as a matter of record,

demonstrate that expenditures were:  (1) authorized by the Articles of Incorporation or

applicable law; (2) reasonable and necessary in the circumstances; and (3) in pursuit of a

public rather than a private purpose.  The documentation of an expenditure in sufficient detail

to establish the authorized purpose served, and how that particular expenditure serves to further

the identified public purpose, should be present at that point in time when the voucher is

presented to the official empowered to make the payment of funds requested from the public

treasury.  Unless such documentation is present, the request for payment should be denied.  In

addressing this principle, the Attorney General has stated, in part, in Opinion No. 068-12,

dated January 25, 1968, that:

“ Vouchers for payment of public funds, whether state, district, or county, submitted or to be submitted

to the paying agency should contain sufficient information for the paying agency, or its preauditors or

officials and the postauditors to determine whether the requested payment is authorized by law.

Doubtless, in many instance the purposes for which payment is requested will appear, without

explanation, from the face of the voucher; however, in many other instances the legality of the

payment requested will not appear from the face of the voucher.  In those instances where the legality

of the requested payment is not readily apparent to the paying agency the paying agency is justified in

turning down the request for payment or requesting clarification.  The person issuing the voucher for

payment is obligated to cast such vouchers in such language as will indicate to the postauditor or the

public the legality of such payments.”
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 (57) The nature of our audit required that we form judgments concerning the propriety of FERF and

BTRL expenditures.  Our audit included an examination of the policies, procedures, and

records inherent in their accounting systems, insofar as they pertain to the expenditures of

these organizations.  Our audit of FERF and BTRL disclosed numerous expenditures for which

available records did not afford a reasonable basis as to their propriety and the public purpose

served.  These expenditures are discussed below and under other appropriate subheadings in

this report.

 (58) The current FERF President indicated, in his written response to the findings in this

section of the report, that because of the small size of FERF, different standards of

business management and accountability should be applied than would normally be

associated with larger organizations.  While FERF had few employees, it must be noted

that FERF was responsible for the administration of bond proceeds totaling $9.5 million,

as well as the acquisition of land for the development of Foundation Park.  While the

methods of accomplishing accountability for operations may vary to some extent

depending on the size of an organization, considering the dollar magnitude of these

transactions, it is imperative that the basic concepts of accountability, efficient use of

resources, and safeguarding of resources be strictly adhered to by FERF.  The need to

demonstrate that these objectives are accomplished exists without regard to the size of

the organization.

 (59) Our audit disclosed numerous expenditures by FERF and BTRL for which the authorized

public purpose contemplated to be served by the expenditures had not been demonstrated in the

records or which were not adequately documented as to the application of necessary controls

designed to assure that the goods and services were actually received and were acquired at the

lowest cost commensurate with quality considerations.  The specific types of deficiencies in

the supporting documentation for such expenditures, which are in addition to the duplicate

payments described in paragraphs 64 through 70 and the payments from the bond proceeds

described in paragraphs 98 through 111, are as follows:

• The need for services provided by contractors was not always demonstrated in the

records of FERF or BTRL.  For example, the business management services provided to

FERF and BTRL by IRREI and RMA, as described in paragraph 50, were not
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documented as to the necessity for obtaining such services.  In a memorandum dated

October 22, 1997, the current President of BTRL and the current Business Manager of

BTRL stated:  “The consulting contracts with FERF, Indian River Region

Environmental Institute, and Research Marketing were initiated prior to our arrival at

BTR Labs.  We have not found these types of agreements necessary, however, we were

not involved in the development of the original goals and objectives of BTR Labs and

therefore can not comment upon the value of these contracts toward the pursuit of those

goals.”

In response to our request for documentation of the services or benefits received by

FERF for the payments to IRREI, the BCC Vice-President for Business Affairs, who is

also the current President of FERF, stated in a memorandum dated October 2, 1997,

“Reconstructing ‘services received’ after the fact is not possible.  However, FERF

examined each invoice prior to paying that invoice, therefore, if there was any

dissatisfaction, it would have been resolved at the time.”   The FERF President’s

response illustrates the need to obtain documentation of benefits received at the time that

the payments were made and to retain such documentation in the records of the

organization.

• Contracts for services, including various business management services and auditing

services, were generally not subjected to bids or other competitive selection procedures

to assure that the services are obtained at the lowest possible cost commensurate with

quality considerations and that the contracts were entered into on an arm’s length basis

without favoritism in the selection of the contractors.

• Adequate vendor invoices identifying the specific goods or services received were not

always available for our examination.  In particular, payments made pursuant to

contracts were often not adequately supported by documentation demonstrating the

specific services provided for the payments or did not provide an adequate basis for

determining the amount that should have been paid under the terms of the contracts.  For

example, in many cases the invoices indicated the numbers of hours billed, but did not

indicate the identities of the individuals performing the services, the dates and times that

the services were provided, and the specific services provided.  Adequate vendor
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invoices identifying the goods or services purchased are necessary to establish that the

payments were made for authorized purposes of the payors.

• Supporting documentation for several FERF payments identified goods or services

which did not appear to serve an authorized purpose of FERF or BCC.  Examples of such

payments included scholarships for students to attend a private university ($4,500), a

loan to IRREI ($2,500), and a reimbursement to the former FERF President for repair of

an unidentified vehicle ($523.31).  As discussed in paragraph 24, FERF, as a

direct-support organizations of BCC, has been established to support BCC activities and

all expenditures should be identifiable to the benefit of the BCC and the State of Florida.

The current FERF President stated, in his written response to this finding, the following:

1. With regard to the soccer scholarships ($4,500), the FERF President stated

that FERF’s charter includes scholarships and that the money to fund the

scholarships was donated to FERF for that specific purpose.  The FERF

President did not address the provision of scholarships by a BCC DSO to

students attending another institution.  As indicated, FERF was designated a

BCC DSO and, as such, must conduct activities for the benefit of BCC.

2. With regard to the automobile repair costs ($474.93), the FERF President has

provided additional information which could not be located at the time of our

audit fieldwork.  This information, which appears to indicate that the payment

was for repairs to the FERF-owned vehicle, should be made a part of FERF’s

documentation for the disbursement so that it can be made readily available to

anyone reviewing the transaction.

• In some instances, payments were based on rates that differed from those established in

the terms of the contracts.  For example, BTRL paid IRREI for services at a rate of $50

per hour during the period from September 1993 through August 1994, for services

provided through April 1994, while the contract provided for payment at $45 per hour,

resulting in an overpayment of approximately $3,500, based on the contract rate.
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• Supporting documentation was generally not effectively cancelled for FERF payments.

Cancellation of supporting documentation, primarily original invoices, is necessary to

prevent the reuse of the invoices to make duplicate payments.  Failure to properly cancel

all original invoices upon payment could result in duplicate payments similar to those

discussed in paragraphs 64 through 70.

• Signed documentation evidencing the receipt of goods and services was generally not

available for our examination for FERF payments.  Documentation signed by appropriate

management personnel evidencing management authorization for purchases and receipt

of the goods and services is necessary to document that the payments were made only on

the basis of authorized goods and services actually received.

 (60) The current FERF President stated, in his written response to this finding, that the

canceling of invoices is no longer a good control to rely on since, with the advent of high-

speed laser printers, original invoices can be rapidly produced and duplicated.  The

FERF President does note, however, that BCC continues to apply this control.  The

canceling of invoices, like many internal control procedures, can be defeated by an

elaborate attempt to circumvent it but can be effective in minimizing the risk of less

sophisticated attempts or accidental resubmission of invoices for payment.

 (61) In the absence of supporting documentation to demonstrate the legal authority, public purpose,

and demonstrable benefit provided to BCC and the State of Florida by each of the expenditures

referred to above, the FERF and BTRL Boards of Directors could not be assured as to their

propriety.  We recommend that the Boards require documentation as to the propriety of all

expenditures to be maintained in the records of the organizations.

 (62) We noted one payment to IRREI and two payments to FERF for the purpose of making

payments to third parties but for which we were not provided documentation to show that

IRREI or FERF made the payments to the third parties, as follows:

• On August 17, 1993, BCC paid $37,600 to IRREI for payment of an invoice dated May

17, 1993, from Bruker Instruments, Inc. (Bruker), for laboratory equipment.  According

to a letter dated August 21, 1997, from the Office Manager of Bruker, payment was

never received by Bruker for this invoice.  The Office Manager further stated, “Each
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facility (Indian River and Brevard) claims the other entity owes the money.  In

November 1996 I was told by Tom Adams that these invoices had to be addressed to

Brevard Teaching and Research for these invoices to be processed for payment.”   Our

review of BTRL and IRREI records made available to us did not disclose a payment to

Bruker related to this invoice.  The President of IRREI acknowledged to us on

September 11, 1997, that no payment was made by IRREI for this invoice and the

moneys provided by BCC were used for IRREI operating expenses.

• FERF received $7,461 from the bond trustee on construction draw No. 17. This payment

was based on an invoice from Contrax Furnishings, a Division of JR Office Furniture

Co., Inc., in the amount of $10,608.  The invoice included with the construction draw

documents included as a description, “Per the attached” ; however, there was no

attachment identifying the items covered by the invoice.  A notation on the request for

payment by FERF, identifying that invoice as the basis for the payment, indicated that

FERF was being paid the balance in the construction fund ($7,461).  We were not

provided with documentation showing that FERF actually made a payment to Contrax

Furnishings related to the invoice.  We did note, however, that according to the BCC

Vice-President for Business Affairs, the furniture was subsequently paid for by BCC

from BCC’s PECO funds.

• On June 23, 1995, FERF entered into an agreement with BTRL, whereby BTRL would

pay a project/property management fee to FERF in the amount of $15,000 the first year

and increased by 3 percent each subsequent year.  The agreement did not identify the

specific services to be provided by FERF but did assign the rights to the management fee

to Atlantic Gulf Communities Corporation (AGC) for payment on a $44,000 promissory

note from AGC to FERF.  FERF was paid the $15,000 management fee from bond funds

on construction draws No. 8 and 11 (see Exhibit C).  The BCC Vice-President for

Business Affairs informed us that he could find no payments made to AGC on the

$44,000 promissory note and that the note was subsequently combined with another

note.

 (63) We recommend that BCC or BTRL, as appropriate, determine whether any moneys are owed

to BTRL or BCC as a result of the above transactions and seek recovery, as appropriate.

Determinations should also be made as to whether any moneys are owed to Bruker and AGC.
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Our audit report will be filed with the Office of the State Attorney, Eighteenth Judicial Circuit,

for a determination as to whether any criminal violations of law occurred in connection with

these transactions.

Duplicate Payments

 (64) The Brevard Community College (BCC) entered into agreements with the Indian River Region

Environmental Institute, Inc. (IRREI), on June 10, 1991, and July 1, 1992, for assistance with

the management and operation of the laboratories maintained by BTRL.  In audit report No.

12356, dated June 23, 1994, we noted that approximately $500,000 of equipment was

purchased for use by BTRL, either through BTRL or the outside consulting firm (IRREI)

during the 1992-93 fiscal year rather than by BCC’s Purchasing Department.  This process

began during the 1991-92 fiscal year and continued during the 1993-94 fiscal year.  The title to

all of the equipment purchased by IRREI for use by BTRL has been vested with BCC.

 (65) In audit report No. 12356, paragraphs 36 through 44, we noted that effective controls were not

exercised over the equipment purchases made under the arrangements among BCC, BTRL, and

IRREI.  Specifically we noted:  (1) the contract between BCC and BTRL had not been

approved by the BCC’s Board of Trustees and the contract was general in nature and did not

specify the manner in which services would be provided; (2) there was nothing of record

authorizing any delegation of purchasing authority to BTRL or IRREI or specifying the

procedures to be followed by those organizations; (3) there was no indication that any of the

items were purchased pursuant to bids or combined for bid purposes; and (4) the purchases

were not adequately supported by BCC purchase orders, receiving reports, and invoices.  The

President of BCC, in his written response dated June 6, 1994, to the findings in that report,

stated, “As much as practical, the College has corrected the records associated with the

purchasing of the equipment to furnish the Brevard Teaching and Research Labs.  All original

invoices which could be located have been located.  The College understands that without

invoices, errors and double payments could occur.  Fortunately, that did not happen.  The

College discontinued this practice, and now all transactions go through normal college

systems.”

 (66) Notwithstanding the President’s response to the findings in audit report No. 12356, our audit of

BTRL disclosed that $66,258.16 of purchases billed to BCC by IRREI and paid by BCC

during the period from January 1992 to December 1992 were also billed to BCC by BTRL and
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paid by BCC during the period from July 1992 to February 1993.  A listing of the duplicate

payments is shown in Exhibit B.  Documentation provided to us by BTRL (and stated to be

records of IRREI) supporting the billings to BCC for the purchases included a comparison of

billings by both organizations with a clear indication of the duplicate billings.  The

Vice-President for Business Affairs for BCC generally initialed the billings from BTRL.  An

individual employed as an accountant by IRREI, who was responsible for preparing the

billings to BCC and for the equipment purchased by IRREI, was also responsible for

maintaining the accounts and records of BTRL.  While the payment vouchers for the payments

made to IRREI included documentation in the form of invoices, the payment vouchers for the

payments to BTRL did not include such documentation.

 (67) The current FERF President stated, in his written response to this finding, that pursuant

to the recommendations in audit report No. 12356, BCC reviewed all payments made to

BTRL but failed to uncover the duplicate payments problem.  As indicated above, audit

report No. 12356 disclosed internal control deficiencies relating to the equipment

payments and indicated that the making of payments to IRREI and then at a later date to

BTRL raised the possibility of duplicate payments.  Therefore we believe the College

should not limit its review, for the purpose of identifying duplicate payments, solely to the

payments to BTRL.  Stronger internal control procedures may have disclosed the

duplicate payments before they occurred.

 (68) On November 17, 1997, the BCC Vice-President for Business Affairs filed a claim with the

Florida Community College Risk Management Consortium indicating that “Brevard

Community College has been hit with a series of duplicate payments which resulted in the

college losing $66,953.33.”   The Vice-President stated in the claim letter, “Based on the

worksheet which is attached, it appears that this was not an accident.”   The BCC President

notified the Office of the State Attorney, Eighteenth Judicial Circuit, of the duplicate payments

by a letter dated December 12, 1997, and requested a determination as to whether any criminal

wrongdoing had occurred.  A copy of our audit report will be filed with the Office of the State

Attorney, Eighteenth Judicial Circuit, for a determination as to whether any criminal violations

of law occurred in connection with such payments.

 (69) Our review disclosed additional instances of duplicate payments as follows:
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• BTRL was reimbursed by both BCC and the bond trustee for services provided by a

consultant (who was a FERF Director) in connection with the Brevard Laboratories

facilities.  During the period from May 1992 through March 1994, the consultant was

paid $10,000 by BTRL for services rendered.  Each payment was subsequently

reimbursed to BTRL by BCC.  Additionally, the same consultant invoices were

submitted to the bond trustee on January 4, 1995, and the amount of $10,000 was again

reimbursed to BTRL, this time from bond funds on construction draw No. 4 (see Exhibit

C).  In response to our inquiry regarding these payments, we were informed by the BCC

Vice-President for Business Affairs that payments for the laboratories project were “…

made from various college, BTR, or grant accounts.  Then, when the bonds were actually

sold, those invoices were eligible for payment from the bond funds because the services

directly supported the design of the building.  Therefore, the trustee was billed and the

trustee paid those invoices.  Since the original fund source was from college grants and

matching accounts, the funds were left with BTR to use as operating capital.”   Eligibility

of the payments for reimbursement from bond funds and the authority of BCC to provide

funding to BTRL are discussed in paragraphs 95, and 102 through 107.

• The architect for the Brevard Laboratories facility, Barnett, Fronczak, Neubauer, was

paid $18,787.28 on construction draw No. 3, dated December 6, 1994, for basic services

related to the project.  An attachment to the invoice indicated, “This figure includes

$16,650 which had previously been billed direct by Outlaw and Rice Engineers, but

which was included in Barnett Fronczak’s contract and therefore is to be remitted by the

architects to the engineers.”   Outlaw and Rice Engineers, Inc., had been previously paid

$33,358 on construction draw No. 1, dated October 6, 1994.  According to a letter dated

November 19, 1997, to Outlaw and Rice Engineers, Inc., from the BCC Vice-President

for Business Affairs, it was agreed that the duplicate payment amount would be

maintained as a credit and used to offset future FERF billings.

On December 1, 1997, Outlaw and Rice, Engineers, Inc., in a letter to the BCC

Vice-President for Business Affairs, identified three invoices from 1995 which were

used to offset the credit.  However, our review of these invoices disclosed that two of the

invoices, which totaled $10,950 and were for “Redesign and permitting of ‘G Tracts’

East of San Filippo,”  were unrelated to the bond project.  The third invoice ($5,300),

which was for “Redesign of portions of the storm water system to accommodate the
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widening & improvements to Foundation Park Blvd,”  was not clearly related to the bond

project.  We recommend that FERF restore the amount of the overpayment to the bond

construction account.

 (70) The current FERF President, in his written response to this finding, presented additional

explanations provided by Outlaw and Rice Engineers, Inc., for the work for which the

credit balance was used.  We have reviewed these additional explanations and remain of

the opinion that the work described was either unrelated to the bond project or not

clearly related to the bond project.  We note that the interim BCC President indicates, in

his written response, that BCC would review all transactions relative to the bond issuance

and facility construction to determine whether any moneys are owed to BTRL, BCC,

and/or the Bond Trustee and seek recovery, as appropriate.

High Efficiency Chiller Purchase

 (71) A BCC internal audit report dated June 30, 1997, questioned the purchase of a high efficiency

chiller for the BTRL clean room facility using Florida Department of Community Affairs’

grant funds.  The internal audit report stated: “This review indicated substitute equipment not

meeting contract requirements was intentionally delivered to the Clean Room job site on

September 30, 1996 when the ordered equipment had been delayed.  $125,000 was then paid

on the basis of a receiving document indicating that the ordered equipment had been delivered

on September 30, 1996 when it was actually not received until October 22, 1996.  The contract

specified mandatory last delivery date was September 30, 1996.”   The internal audit report

further stated that in a meeting held with officers of the contractor on June 25, 1997, the

Internal Auditor requested an explanation for the delivery of the substitute equipment.  The

report noted that the contractor’s Chairman of the Board/Chief Executive Officer stated that

the contractor had been notified by the supplier of the equipment that the delivery date could

not be met and that the FERF President told him that something must be delivered or they

would lose the contract funds.

 (72) The information provided in the internal audit report indicated that actions were taken to

represent falsely that grant terms had been met.  We recommend that the internal audit report

regarding the high efficiency chiller acquisition be provided to the State Attorney, Eighteenth
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Judicial Circuit, for a determination as to whether any criminal violations of law occurred with

regard to the acquisition of the high efficiency chiller.

 (73) The current FERF President stated, in his written response to paragraphs 71 and 72, in

reference to the chiller that he had received “a statement from the staff member who

signed for the delivery that the sides of the shipping container were slatted and he could

see that it was some kind of piece of big A/C equipment.”  We continue to believe that

some responsible official should have determined that the precise equipment ordered was

received prior to requesting payment of $125,000.

Contributions from Vendors and Consultants

 (74) Our audit disclosed that numerous contributions and loans were received by FERF from

consultants and vendors doing business with FERF or BTRL. The loans and contributions were

made directly to FERF by the consultants and vendors and recorded in the accounting records

of FERF.  Following is a list of consultants and vendors who made loans or donations to FERF

and were doing business with FERF or BTRL:

• Foundation Park Property Owners Association, Inc. (FPPOA)

FPPOA is a not-for-profit corporation organized to maintain the grounds in certain areas

of Foundation Park and to assess fees to residents of Foundation Park for such service

(see paragraph 25).  FPPOA was paid $20,000 from the bond proceeds on June 6, 1995,

for maintenance of areas adjacent to the bond lands and made a $10,000 contribution to

FERF on February 23, 1996.  The former President of FERF also served as President of

FPPOA.

• Indian River Region Environmental Institute (IRREI)

IRREI, a not-for-profit corporation organized to further research and development and

environmental protection (see paragraph 25), has entered into several contracts with

FERF, TRDA, and BCC to provide various business management and other services (see

paragraph 50).  IRREI contributed $7,300 to FERF.  The former President of FERF was

also President of IRREI.



-48-

• Prager, McCarthy and Sealy, Investment Bankers

Prager, McCarthy and Sealy, Investment Bankers, was selected as the underwriter for the

bonds which were issued on October 1, 1994, and refunded on April 1, 1995, (see

paragraphs 88 and 89) and received $1,272,282.09 from the bond issue proceeds and

investment earnings.  Prager, McCarthy and Sealy contributed $17,000 to FERF on June

9, 1995.

• Ringhaver

Ringhaver is a vendor from which a diesel generator was purchased on construction draw

No. 12, dated August 31, 1995, for $74,650.  Ringhaver contributed $15,000 to FERF on

December 18, 1995.

• Robert A. Conner, Inc.

Robert A. Conner, Inc., received a $204,554.49 subcontract for site work on the bond

project and was paid $5,200 by FPPOA on June 13, 1995, for grounds clearing services.

Robert A. Conner, Inc., made four contributions totaling $15,000 to FERF during the

period from May 27, 1994, through March 13, 1996.

• Tom Adams

Tom Adams served as President of FERF and also as President of IRREI which received

a contract from FERF to provide consulting services to FERF (see paragraph 50).  Tom

Adams made several donations totaling $11,643.70 to FERF.

• Mad Dog Design and Construction Company, Inc.

Mad Dog Design and Construction Company, Inc., is the construction firm that

contracted for construction of the Brevard Laboratories building on July 7, 1994, and

was paid $2,347,104.15 through June 30, 1997.  Mad Dog Design and Construction

Company, Inc., loaned $5,000 to FERF on September 14, 1994.  As of November 28,

1997, this loan had not been repaid.
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• Research Marketing Associates, Inc. (RMA)

RMA is a consulting firm that contracted with BTRL to provide various business

consulting services (see paragraph 50).  RMA loaned $400 to FERF on March 31, 1994.

 (75) The receipt of contributions and loans from consultants and vendors doing business with an

organization or a related organization raises a question regarding the propriety of the

transactions between the organization and the consultants and vendors.  While it is generally

not possible on postaudit to determine the existence of any relationship between the business

transactions and the loans or contributions, such contributions and loans, together with the

cited lack of competitive vendor or consultant selection procedures and lack of adequate

documentation of goods or services provided, could indicate a circumvention of the controls

normally associated with the conduct of business by arm’s length transactions between

independent parties.  A copy of our report will be provided to the Office of the State Attorney,

Eighteenth Judicial Circuit, for consideration as to whether an investigation of loans and

contributions such as those described above is warranted.

 (76) The current FERF President, in his written response to paragraphs 74 and 75, provided

additional information regarding the character and circumstances of several of the

contributions, but did not provide documentation to support the information or

explanations as to how this information would alleviate the concern raised in the finding.

Motor Vehicles

 (77) Our review disclosed that FERF obtained at its cost a vehicle that was used by the former

President of FERF.  As discussed below, there was nothing of record to indicate that FERF

considered and documented the basis for determining:  (1) the need to acquire the vehicle; (2)

the type of vehicle that would best serve FERF’s needs as compared to the costs; and (3) the

manner of acquiring the vehicle at the least cost to FERF.  We also noted that the vehicle

subsequently was sold to the former President of FERF without consideration of whether the

vehicle could have been sold at a higher price by open bid or other competitive procedure.

Details of the transactions relating to the vehicle are discussed in the following paragraphs.

 (78) In October 1994, FERF leased a 1994 4-wheel drive Ford Explorer.  On January 16, 1995, the

FERF Board of Directors requested two Board members to determine whether it would be
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more economical to purchase the vehicle rather than lease it.  On the recommendation of the

Board members, FERF converted the lease to a purchase in the amount of $23,723.89 on June

6, 1995.  FERF made a down payment of $3,973.89 on June 6, 1995, and obtained a loan in the

amount of $19,750 at 10.5 percent, with monthly payments of $424.50, to finance the

purchase.

 (79) On September 11, 1995, three months after the purchase of the 1994 vehicle, FERF traded that

vehicle for a 1996 4–wheel drive Ford Explorer XLT.  FERF received a trade-in allowance of

$17,000 on the 1994 vehicle which, with a then existing loan payoff balance of $19,072.16,

resulted in a loss of $2,072.16 on the trade-in.  The total cost of the 1996 vehicle, including the

loss on the trade-in, was $31,094.66.  FERF obtained a bank loan in the amount of $30,105.70

at 10.5 percent and monthly payments of $648.54 to pay for the vehicle.  On August 22, 1996,

FERF paid off the 1996 vehicle loan balance of $26,285.25 with moneys borrowed from the

Brevard Community College Foundation, Inc. (BCC Foundation).

 (80) The 1996 vehicle was transferred from FERF to the BCC Foundation in return for a reduction

by $26,585.00 of the previous loan from the BCC Foundation to FERF; however, title to the

vehicle was not transferred.  In a letter dated March 27, 1997, to the BCC Foundation, the

former President of FERF requested that he be allowed continued use of the vehicle for $100

per month for six months.  The letter further stated that after six months the former President of

FERF would be willing to purchase the vehicle at “ fair market price.”   FERF obtained two

appraisals on the 1996 vehicle, one at $16,000 and one at $17,000.  The appraised amounts

were based on the cash amount that an automobile dealer would pay for the vehicle.  On May

21, 1997, the FERF former President purchased the 1996 vehicle from the BCC Foundation for

$16,500; however the registered owner of the vehicle at the time of the purchase was FERF.

 (81) Our audit disclosed that there was nothing of record to indicate the basis relied upon by the

Board in determining the necessity for purchasing a vehicle for the President, no bids were

obtained by FERF for the vehicle acquisitions, and there was no prior official Board of

Directors approval for several actions, including the lease of the 1994 vehicle and the

borrowing for the purchase of the 1996 vehicle.  Acquisition of the vehicles should have been

of particular concern to the Board given the financial condition of FERF.  The loan from the

BCC Foundation was approved by the FERF Board via “Action Without Meeting by

Unanimous Written Consent”  on September 17, 1996, after the loan had been recorded in the
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Brevard County Official Records on August 28, 1996.  Further, the disposition of the vehicle to

the former President of FERF was made without the benefit of a public sale or other

competitive procedures.  In the absence of competitive procedures in both the acquisition and

sale of the vehicles, and in view of the relationships between the parties to the transactions,

FERF could not be assured that the purchases and sales were made on an economic and

efficient basis, without any consideration of favoritism, and in the best interests of FERF,

BCC, and the State.

 (82) We recommend that all future purchases and sales of vehicles be made on a competitive basis

subject to prior Board of Directors approval.  Additionally, the Board should carefully review

and document its basis for acquiring vehicles for assignment to FERF personnel.

 (83) The current FERF President stated, in his written response to paragraphs 77 through 82,

that the sale of the vehicle to the former FERF President was done using a competitive

process, but did not provide any documentation to support that statement.  While the

College did receive two estimates of the cash value of the vehicle from automobile

dealerships, we have not been provided with any documentation indicating that the

vehicle was offered for sale to anyone other than the former FERF President or that any

bids, formal or otherwise, were sought or considered from other interested parties.

Travel Expenditures

 (84) Our examination of travel expense reimbursements disclosed questionable travel

reimbursements totaling $1,611.50 to the former FERF President.  These reimbursements were

included in payments to the former FERF President totaling $2,424.00 for 10 trips, primarily to

Tallahassee, during the period from December 1994 through June 1995.  Nine of the

reimbursements were made from BTRL accounts and one was made from a BCC account.

According to travel vouchers filed by the former FERF President, the purposes of these trips

were primarily to meet with the architect and construction manager regarding the construction

of the BTRL building and to discuss funding matters with representatives from the Florida

Department of Environmental Protection, Florida Department of Education, and others.

Included in the amounts reimbursed to the former FERF President were mileage

reimbursements totaling $1,611.50, based on 25 cents per mile driven.
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 (85) As discussed in paragraphs 77 through 83, the former FERF President was provided the use of

a vehicle leased by FERF during the period of travel.  While the travel vouchers did not

identify the vehicle used for these trips, the BCC Associate Vice-President for Accounting and

Finance stated in a memorandum dated October 31, 1997:

“ As I stated in my E-mail to Mr. Whitcomb (5/17/95) I don’t believe the college is required or even

should be concerned with who owns a vehicle that is being driven for the benefit of the college (unless

of course it is a vehicle owned by the college).

“ This situation is different only by the fact that FERF purchased the vehicle Mr. Adams was driving.  I

however, was not aware then and am not aware now that FERF paid/pays for insurance and gasoline on

this vehicle.  If this is in fact true and I was aware of it I would have recommended that no

reimbursement be made at all for mileage!”

 (86) Since the vehicle was leased by FERF at that time, it appears to be inappropriate for BTRL to

pay the mileage expenses for travel by the former President.  Correspondence provided to us

from the former President of FERF states that checks received for the travel reimbursements

were endorsed by him and then deposited to FERF’s account.  However, our review indicates

that the reimbursements were not deposited to FERF accounts.  We recommend that FERF

obtain documentation to demonstrate any amounts reimbursed to FERF for travel payments

made to the former President or that FERF reimburse BTRL for the mileage payments received

by the former President while he was assigned a FERF vehicle.

 (87) The current FERF President stated in his written response to paragraphs 84 through 86,

that the former FERF President reimbursed IRREI, rather than FERF as we had

previously been informed, for the mileage reimbursements and that check numbers,

check amounts, and IRREI deposits corresponding to all travel reimbursements have

been located.  However, the FERF President did not provide us with such documentation

with his response.  In any case, it is not apparent why the former FERF President

reimbursed the travel money to IRREI, a corporation on which the former FERF

President served as a founding Director and President, rather than FERF, which

provided the vehicle.
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Bonded Debt

 (88) On October 1, 1994, the City of Palm Bay issued Lease Revenue Bonds (Series 1994A) in the

amount of $8,955,000 and Taxable Lease Revenue Bonds (Series 1994B) in the amount of

$140,000 and loaned the proceeds to the Florida Education and Research Foundation, Inc.

(FERF), to finance the acquisition of 44 acres of land by FERF and the development and

construction of a 35,000 square foot building.  The 1994A and 1994B bonds were issued at

discounts of $448,108.20 and $1,815.80, respectively.  The bond indenture provided that the

land and building would be leased to the Brevard Teaching and Research Laboratories, Inc.

(BTRL), to be used as part of a research and development park.  Accordingly, FERF entered

into a Lease-Purchase Agreement with BTRL on October 1, 1994.  Under this Agreement,

BTRL leased the land and building from FERF, agreeing to make rent payments in amounts

that, together with proceeds from land sales, are sufficient to meet the debt service obligations

under the terms of the bond indenture.

 (89) On March 23, 1995, the City of Palm Bay adopted a resolution providing for reissuance of the

Series 1994A bonds in order to take advantage of interest rate reductions related to an

investment grade rating obtained subsequent to the initial issuance of the bonds.  The bonds

were sold at a discount to the underwriter.  Accordingly, on April 1, 1995, the City issued

Lease Revenue Refunding Bonds (Series 1995A) in the amount of $9,360,000.  The proceeds

of this issue were used to refund the Series 1994A bonds at par of $8,995,000, pay a three

percent redemption premium of $268,650, pay $100,000 into the interest fund, and pay

$36,350 into the expense fund to cover certain costs of issuance.  The Series 1994A and Series

1994B bonds were held by the underwriter during the six-month period from their issuance on

October 1, 1994, through the reissuance of the Series 1995A bonds on April 1, 1995.

 (90) The following provides a recap of the proceeds of the issue, the issuance costs, and the amount

generated for capital facilities:
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Total Proceeds Generated from Bond Issues: 9,745,447.68$    

Costs and Fees:
  Underwriter Costs and Fees 900,214.27$    
  Bond Counsel and Attorney Fees 219,645.97      
  Development Counsultant Fees 475,308.26      
  Financial Advisor Fees 38,376.49        
  Other Fees and Expenses 271,395.99      

  Total Costs and Fees 1,904,940.98      

Balance Available after Issuance Costs and Fees 7,840,506.70      
Amount Deposited to Reserve and Sinking Funds 1,570,008.51      

Balance Available for Land Acquistion and Construction 6,270,498.19$    

 (91) The result of the above is that debt of $9.5 million ($140,000 and $9,36000) was incurred and

must be repaid in order to generate only $6.27 million for land and facilities acquisition.

Details of the bond issues and a further breakdown of the costs and fees are included in the

following paragraphs.

 (92) The 1994A and 1994B bond issues dated October 1, 1994, in the amounts of $8,955,000 and

$140,000, respectively, were not rated by a bond rating service and carried interest rates of

7.75 and 8.5 percent, respectively.  The 1995A bond issue dated April 1, 1995, in the amount

of $9,360,000 (to refund the $8,955,000 issue) was rated by Moody’s Investors Service as

“Baa”  or medium investment grade bonds and carried interest rates ranging from 6.1 to 7.0

percent.  According to Moody’s Investors Service, the basis for the rating was a resolution

passed by the BCC Board of Trustees on January 23, 1995, which stated:

“ The Board of Trustees hereby covenants to use its best efforts, in its sole judgement, to

provide for the Lease Payments in each annual proposed budget within the restricted fund

category.  The Board of Trustees agrees to take such action as may be necessary to include an

amount equal to Lease Payments due under the Lease Agreement as a separately stated line

item in its annual budget within the restricted fund category and to use its best efforts, in the

sole judgement of the Board of Trustees, to allocate such amount in each Fiscal Year from

legally available resources, which specifically excludes general revenue funds appropriated

by the State to the College unless prior approval to use such funds for such purpose is

received from the State Legislature.  All funds allocated by the Board of Trustees to pay

Lease Payments, on behalf of Brevard Labs, shall be paid directly to the Trustee.  THE

PAYMENTS DUE UNDER THE LEASE AGREEMENT ARE TO BE MADE ONLY

FROM PLEDGED REVENUES, AS DESCRIBED ABOVE, AND THE BOARD OF

TRUSTEES’S LEGALLY AVAILABLE RESOURCES ALLOCATED FOR SUCH

PURPOSE.  EXCEPT WITH RESPECT TO PLEDGED REVENUES OF BREVARD LABS
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HELD BY THE COLLEGE, NOTHING IN THE LEASE AGREEMENT CREATES A

LIEN OF ANY KIND OR CHARACTER WHATSOEVER UPON ANY FUNDS, INCOME

OR REVENUES NOW EXISTING OR HEREAFTER HELD, COLLECTED, RECEIVED,

ANTICIPATED BY, OR AVAILABLE TO THE COLLEGE.  IN ADDITION, THE

OBLIGATION OF BREVARD LABS UNDER THE LEASE AGREEMENT IS NOT A

GENERAL OBLIGATION AND DOES NOT CONSTITUTE A PLEDGE OF THE FULL

FAITH AND CREDIT OF THE BOARD OF TRUSTEES, THE COLLEGE, THE STATE

OF FLORIDA OR ANY POLITICAL SUBDIVISION OR AGENCY THEREOF.”

 (93) Based on our review of the Moody’s Daily Recap dated March 24, 1995, and the more detailed

Credit Report dated March 27, 1995, it is apparent that the bond rating of “Baa”  was based, at

least in part, on the BCC resolution.  Moody’s Daily Recap states, in part, “The bonds are

secured by a resolution of the College’s board pledging annual support to Brevard Labs in an

amount equal to debt service on the 1995A Bonds.  The College’s annual support will be

remitted directly to the Series 1995A Bonds’ trustee on behalf of Brevard Labs.”

 (94) The BCC in its response dated May 23, 1997, to our audit report No. 13000 stated:

“ The BCC Board was asked to lend its support to the project through resolutions, and

the Board passed those resolutions, however, the bond documents were carefully

drafted to insulate BCC from any liability toward the repayment of the bond issue.

Despite the language protecting the Board from liability, the project was attractive to

the investment community, and the bonds were sold and were eventually given a Baa

investment grade rating.”

 (95) In our audit report No. 13000, paragraph 49, on BCC, dated May 28, 1997, we noted that

substantial payments were made by BCC to BTRL and stated, "Although Florida Statutes

permit boards of trustees to allow these organizations to use College property, facilities, and

personal services (including personnel and payroll processing), we question whether it was the

intent of the Legislature to authorize colleges to routinely pay significant operating costs of a

college’s direct-support organization without reimbursement.  That is, the intent of establishing

a direct-support organization is for such organization to generate additional financial support

for authorized college activities rather than to require the college to provide financial support

for the organization to maintain its operation.”
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 (96) In October 1997, Moody’s Investors Service lowered its rating on the 1995A bonds to a “Ba”

rating.  According to Moody’s Investors Service, bonds which are rated “Ba”  are said to have

speculative elements and their future cannot be considered as well assured.

 (97) Our review of the circumstances surrounding the issuance of these bonds are discussed under

appropriate subheadings below.

Bond Issuance and Other Related Costs

 (98) The total amount disbursed by the Trustee from the bond construction and expense accounts

was $9,745,447.68, as follows:

Par Value of Bonds after Refunding 9,500,000.00$   
Construction Fund Expenses Paid from Accrued Interest on Investments 202,009.33        
Expense Fund Expenses Paid from Accrued Interest on Investments 3,326.81            
Accrued Interest on Bonds 41,927.34          
Discount on 1994B Bonds (1,815.80)           

Total Disbursed 9,745,447.68$   

 (99) Following is an analysis of the total amount disbursed by the Trustee from the bond

construction and expenses accounts:



-57-

Direct Project Costs:

  Construction of BTRL Building 4,345,199.04$          
  Purchase of Land, 44 Acres 1,623,311.97            
  Other Project Costs 301,987.18               

Total Direct Project Costs 6,270,498.19$           

Issuance Costs:

  Paid to Underwiriter:

    Underwriter Fees 181,900.00               
    Original Issue Discount 448,108.20               
    Redemption Premium 268,650.00               
    Underwriter Expenses 1,556.07                   

Total Underwriter Expenses 900,214.27               

  Other Issuance Costs:

    Development Consultant 475,308.26               
    Bond Counsel 104,633.70               
    Attorney Fees 115,012.27               
    Financial Advisor 21,376.49                 
    Development Consultant as Financial Advisor 17,000.00                 
    Management and Other Fees 15,567.38                 
    Title Search 2,215.00                   
    Printing of Bonds 2,000.00                   

Total Other Issuance Costs 753,113.10               

Total Issuance Costs 1,653,327.37             

Required Deposits to Debt Service and Interest Funds:

     Debt Service Fund (Series 1994A and 1994B) 793,200.00               
     Interest Fund (Series 1994A and 1994B) 644,685.51               (1)
     Interest Fund (Series 1995A) 132,123.00               

Total Deposits to Debt Service and Interest Funds 1,570,008.51             

Other Costs:

  BTRL Expenses 79,115.37                 
  FERF Expenses 92,674.06                 
  FPPOA for Maintenance of Land 20,000.00                 
  IRREI Expenses 41,324.18                 
  Acounting and Auditing Fees 18,500.00                 

Total Other Costs 251,613.61                

Total Disbursed 9,745,447.68$           

(1) Of this amount, $372,067.82, representing the interest earned on the bond proceeds while the
bonds were held by the underwriter, was paid to the underwriter.

 (100) The amount shown in the above tabulation as expended for direct project costs or deposited for

payment on the bonds represents only 80 percent of the total amounts disbursed as a result of

the bond issues (64 percent for the bond project, $6,270,498.19, and 16 percent deposited to

debt service and interest funds, $1,570,008.51), while the issuance and other costs on the bond

issue was 20 percent, which is excessive.  As indicated above, payments totaling $38,376.49

were made for financial advisory services related to these debt issues.  Of this amount,

$21,376.49 was paid to a financial advisor and $17,000 was paid to the Development

Consultant (see paragraph 109).  However, in light of the significant costs incurred to issue this

debt, it is not evident on what basis the determination was made that this debt financing was in
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the best economic interest of the public, BCC, and BTRL.  Additionally, as further discussed in

paragraph 109, the Development Consultant was to be paid for various services related to the

project to be financed from the debt proceeds.  Accordingly, it is not evident on what basis a

determination was made that the Development Consultant, who was hired to perform

consulting services on May 10, 1993, approximately 17 months prior to issuance of the bonds,

could provide independent financial advisory services relating to issuance of the debt.

 (101) In his response to this finding the current President of FERF states that FERF relied on

the opinion of bond counsel and that the conclusion of bond counsel is that the costs were

not excessive.  In his response the FERF President refers to documentation provided by

the bond counsel.  We have reviewed documentation from bond counsel provided to us by

the FERF President and find that this information addresses only the amounts received

by the underwriter and does not address the myriad of other charges made to the bond

proceeds.  The information we were provided does not opine that costs totaling 20

percent of the issue were reasonable.

Unauthorized Use of Bond Funds

 (102) The bond indentures for the bond issues included provisions specifying the proper uses of the

bond proceeds and interest earned thereon.  These uses, as set forth in Article 5 of the Bond

Indenture included interest on the bonds, prepaid lease payments, redemption of the refunded

bonds, issuance costs, and project costs.  Project costs, as defined in the Lease-Purchase

Agreement, included the following:

Land 1,602,412$     

Building 4,200,000       

Tap and Impact Fees 100,000          

Architect/Engineering Fees 310,800          

Development/Project Management Fees 447,750          

Environmental Survey 8,000              

Soil Testing 12,000            
Contingency 227,838          

Total Projected Budget 6,908,800$     

 (103) The amounts paid from the proceeds and interest for these bond issues included several

amounts (listed as Other Costs in the tabulation in paragraph 99) totaling $251,613.61 for
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which documentation was not available to demonstrate that they were related to the purposes

for which the bonds were issued and included in the project budget as described above.  A

detailed schedule of these questioned payments is included on Exhibit C.  The invoices

supporting these payments generally did not identify the specific goods or services provided or

identified goods or services that did not relate to the project costs.

 (104) In a letter to us dated January 13, 1998, the BCC Vice-President for Business Affairs described

his procedures for approval of the bond construction draws and stated, “At the time the draw

left my office all documentation was attached, and in my opinion, all documentation was

sufficient.”   In order to evaluate the propriety of the draws, we examined both the original

draw documentation at the offices of the bond trustee and the copies located at BTRL.

Documentation necessary to demonstrate that the payments discussed above were related to the

purposes of the bond issue was not found at either location.  In his letter dated  January 13,

1998, the Vice-President further stated that the audit fees (included in the questioned payments

listed on Exhibit C) were paid as part of the cost of the bond project and a representative of the

bond underwriter, which also held the bonds, specifically approved payment of those fees as an

appropriate expense.  However, the Vice-President did not provide documentation to

demonstrate the basis for concluding that the audit fees were authorized by the Bond Indenture.

We recommend that FERF review these payments and seek recovery of any amounts

determined to be unauthorized under the terms of the Bond Indenture.  Any recovered funds

should be returned to the Trustee and restored to the appropriate bond fund.

 (105) The current FERF President stated, in his written response to paragraphs 103 and 104,

that the bond documents authorized the payment of audit fees.  The FERF President

referred to the definition of “Costs of Issuance” in the bond indenture, which included

“auditors fees and charges and reimbursements” related to the execution, sale, and

delivery of the bonds.  It is not apparent how the fees for payment of the annual audits of

FERF and BTRL could be considered as related to the execution, sale, and delivery of the

bonds.  These audits are required by law, whether or not bonds are issued.  As noted

previously, we note that the interim BCC President indicates, in his written response, that

BCC would review all transactions relative to the bond issuance and facility construction

to determine whether any moneys are owed to BTRL, BCC, and/or the Bond Trustee and

seek recovery, as appropriate.
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 (106) Included in the payments discussed in the preceding paragraph were payments to FERF which

resulted in a diversion of bond proceeds to FERF from the purposes for which the bonds were

issued.  In order to minimize the construction project costs, materials and supplies used in the

construction of the Brevard Laboratories facility were purchased directly from vendors and

suppliers, rather than by the construction manager, so that the materials and supplies would be

exempt from the State sales tax.  Savings of $17,746.71 resulting from this process were

remitted to a trust account pending approval of FERF’s tax exempt status and subsequently

remitted to FERF.  As a result BTRL, which, as discussed in paragraph 112, is responsible for

the debt service on the bonds, did not receive the benefit of the savings to the extent that such

savings were not retained in the bond accounts to reduce the cost of construction or the debt

service requirements.

 (107) We are unaware of any authority for the payments to FERF of amounts saved by use of the

sales tax exemption.  We recommend that any sales tax savings paid to FERF be returned to

the Trustee and restored to the appropriate bond fund.

Selection of Underwriters, Construction Manager,  and Other Service Providers

 (108) While the bonds described above were issued by the City of Palm Bay, they were issued on

behalf of FERF to finance the acquisition of land and construction of facilities to be used by

BTRL.  The bonds were issued by negotiated sale through an exclusive agreement with an

underwriter.  Through a loan agreement between the City of Palm Bay and FERF and the

lease-purchase agreement between FERF and BTRL (see paragraphs 112 through 117), FERF

and BTRL are responsible for accumulating resources for the repayment of the bonds.  As a

result, FERF and BTRL should have had a strong interest in assuring that the bonds were

issued at the lowest possible cost.

 (109) As indicated in the tabulation in paragraph 99, the underwriter for these issues was paid

$900,214.27 for fees, expenses, an underwriter’s discount, and a redemption premium and

$372,067.82 for accrued interest earned on the bond proceeds while the bonds were held by the

underwriter.  The architect and the construction manager for the construction of the Brevard

Laboratories facility were paid $319,914.83 and $2,347,104.15, respectively, from the

proceeds of the bond issues.  Additionally, a total of $1,980,167.24 was paid to various

vendors or contractors for materials and labor related to completion of the project facilities.

Our review of the payments made from the bond proceeds and related interest earnings
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disclosed payments to several professionals, in addition to the underwriter, architect, and

construction manager, for services rendered in connection with the bond issues.  Following is a

summary of such payments:

• Bond Counsel and Other Attorneys.  Payments to the bond counsel totaled $104,633.70

and payments to other attorneys totaled $115,012.27.  In addition to bond counsel fees,

the legal services identified on the invoices included legal services for BTRL,

preparation of a legal opinion, counsel to FERF, counsel to City of Palm Bay, and

expenses.  Our review of FERF records disclosed no documentation to demonstrate that

the bond counsel and other attorneys were selected competitively and that written

agreements had been entered into identifying the specific services to be provided and the

amounts to be paid for such services.

• Financial Advisor.  Payments to the financial advisor totaled $21,376.49.  Our review of

FERF records disclosed that no documentation was available to demonstrate that the

financial advisor was selected competitively.  Also, a written agreement identifying the

specific services to be provided and the amounts to be paid for such services was not

available for our examination.

• Development Consultant.  Payments to the development consultant totaled $492,308.26.

The invoices submitted for these payments indicated that the payments were for

development and consulting services and expense reimbursements.  However, these

invoices were not adequately supported by documentation demonstrating the specific

services provided or did not provide an adequate basis for determining how the amounts

paid related to the bond project.  The services to be provided by the consultant,

Educational Facilities Group, Inc. (EFG), were set forth in a contract between EFG and

FERF dated May 10, 1993.  These services included assisting FERF in responding to

requests for proposals that FERF might receive from BCC or other users of the

properties to be developed; exploring issues related to land acquisition and development;

assisting FERF in dealing with various professionals; providing feasibility or market

studies; obtaining necessary permits and approvals; obtaining financing commitments;

advancing interim funding; assisting in design and leasing activities; and assisting in

negotiations for the acquisition of land.  The contract specified a fee of 5 percent of the

bond issue ($447,750, based on the par value of the 1994A issue).  In addition to the
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contract amount, the consultant was paid $27,558.26 for expense reimbursements and

$17,000 for financial advisor fees and expenses.  The contract provided for the

reimbursement of expenses, but did not provide for fees and expenses for financial

advisor services.  We were provided with no other contract with the consultant

authorizing payment for financial advisor services.

 (110) Our review of bond-related FERF documents provided for our examination disclosed no

indications of the use of competitive selection procedures for securing the services of the

underwriter, the architect, the construction manager, and the other professionals listed above.

The Vice-President for Business Affairs, at our request, obtained from the construction

manager documentation of quotes received by the construction manager for various materials

and labor related to construction of the project facilities.  However, records were not available

to evidence that this documentation had been reviewed by BCC or BTRL personnel and that

appropriate bid procedures had been applied in the selection of the vendors and contractors

who were paid for materials and labor.  The determination of the most cost-effective method

for selling bonds must be made by the governing body after careful consideration of a variety

of factors, including the type of issue, pledged revenue sources, bond ratings, amount of issue,

financial condition of the issuer, and market conditions.  In a letter dated August 12, 1994, to

the BCC Vice-President for Business Affairs, the General Counsel noted, in part, “… the

College should be aware and give serious consideration to matters such as competitive

selection of the architect, competitive bidding of the construction project, as well as the

involvement of the State Department of Education Facilities Department and the need for

educational specifications and so forth.”   Our review of FERF records did not disclose the

basis used by FERF in deciding that noncompetitive negotiated sales were appropriate for the

issues and that competitive selection of the architect, construction manager, and other

consultants were unnecessary.

 (111) Competitive selection procedures are generally used to provide objective assurance that the

best services and interest rates are obtained at the lowest possible cost and to demonstrate that

selection procedures are free of self-interest and personal or political influences.  Furthermore,

competitive practices reduce the opportunity for fraud and abuse, and are fair to competing

finance professionals.  The lack of competitive selection procedures, in combination with a

lack of contracts and inadequate documentation of services provided, provides very little

assurance in this regard.  Any decision to forego competitive practices should be documented
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in FERF records as to the basis for such decision.  We recommend that FERF enter into

contracts for all services provided and that such contracts, together with documentation of the

services provided pursuant thereto, be retained in FERF’s records.

Lease-Purchase Agreement

 (112) BTRL is responsible for accumulating resources to meet the debt service requirements on the

bonds issued for the Brevard Teaching and Research Laboratories project by the terms of its

Lease-Purchase Agreement with FERF.  However, as evidenced by the deficit fund balances

accumulated by BTRL and the support provided to BTRL by BCC (see paragraph 13), it is

apparent that adequate consideration was not given to the ability of BTRL to accumulate

resources adequate to meet the debt service requirements.

 (113) As described in paragraphs 88 and 89, the 1994A and 1995A Series bonds were issued by the

City of Palm Bay on behalf of FERF to fund land acquisition and building construction for the

BTRL adjacent to the Brevard Community College’s Palm Bay Campus.  FERF is responsible

for making the debt service payments on the bond issues from moneys provided by BTRL

pursuant to a Lease-Purchase Agreement between FERF and BTRL, dated October 1, 1994, as

amended on April 1, 1995.  Under the terms of this Agreement, BTRL initially leased from

FERF 44 acres of land and a 35,000 square foot building constructed with the bond proceeds.

BTRL is required to make lease payments to FERF in accordance with a rate schedule

designed to provide FERF sufficient moneys to make the debt service payments.  The primary

source of revenues of BTRL is laboratory user fees.  When the debt service is fully paid, title to

the land and buildings will belong to BCC.

 (114) While BTRL, under the terms of the Lease-Purchase Agreement, initially leased 44 acres from

FERF, and therefore was responsible for funding the entire debt service for the bond issue,

BTRL was utilizing only a 3.7 acre parcel of land on which the laboratory facility was

constructed.  At a $43,260 per acre value (“ the required sales price specified in the First

Supplement to Mortgage and Security Agreement” ), which is high in comparison to recent

sales in the area, the value of the land utilized by BTRL was approximately $160,000.  The

direct building costs of the facilities constructed for BTRL totaled $4,647,186.  Accordingly,

the estimated value of the assets utilized by BTRL totaled $4,807,186, whereas the bonded

debt, to be serviced by BTRL, totaled $9,500,000.  The “First Supplement to Mortgage and

Security Agreement”  allows the sale of the remaining acreage for $43,260 or more per acre
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(including a redemption premium) up to a maximum of $1,690,000, with the proceeds of such

sales to be used to reduce the outstanding debt.  As a result of the sale or other disposition, the

land under lease to BTRL has been reduced; however, BTRL is still paying for debt service on

32.28 acres of land (44 acres of bond land, less 9.92 acres acquired by BCC and 1.80 acres

released for the Clean Room site, see paragraphs 120 and 121) which is well in excess of the

value of goods received and utilized.  Because of the excessive acreage included in the

Lease-Purchase Agreement, as well as the excessive load on the debt issue (see paragraph

100), BTRL is responsible for making lease payments in amounts that significantly exceed the

value of the assets being utilized.

 (115) As discussed in paragraph 13, BCC provided support totaling $3,065,042 to BTRL through

June 30, 1997, to supplement BTRL’s other revenues and pay the costs of operations of the

laboratories and the debt service.  Our review of the records of FERF and BTRL and the

official bond documents disclosed no feasibility studies or market surveys conducted to assess

the ability of BTRL to generate sufficient revenues from user fees or other sources to provide

for the cost of operations and debt service requirements.  The BCC Vice-President for Business

Affairs stated to us in a letter dated January 13, 1998:

“Prior to the bond issue, and continuing on for several years, I met periodically, and

sometimes as frequently as weekly, with the top staff of BTR Labs.  The purpose of

the meetings was to discuss the revenue for BTR, both actual revenue (for existing

grants and contracts), and potential revenue.

These discussions also occurred at most BTR board meetings (in fact, they were often

the main topic of discussion at the meetings).  For a time, before the bond issue

became a reality, there was an increased level of activity in this area.  All parties were

concerned, from BTR staff right up to the BCC President, about whether or not BTR

was capable of producing sufficient revenue to pay the bonds.  Discussion revolved

around ‘income potential,’ i.e., could the Labs produce $2 million in revenue, as this

was the revenue target that we thought it would take to pay everything including the

bond payment.  In the end, when the potential of the Bio Lab, the wet Chem Lab, the

Tox Lab, and the GIS Lab were looked at, all parties involved in those discussions

thought that the $2 million revenue level could be reached.  Everyone agreed that it

would take hard work, and there were risks involved, but everyone involved in the
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months of discussion thought it ‘doable,’ and in the end that was the conclusion

presented to the BCC President, and therefore, the bond issue was allowed to proceed

to culmination.”

 (116) In response to our inquiry as to the basis for the decision to enter into such an arrangement, the

President of BTRL stated:  “My signing the lease purchase agreement was based on two key

criteria:  1.  At the August 26, 1994 Brevard Teaching & Research Laboratories Board of

Directors meeting, the following resolution was passed unanimously on a motion by Mr. John

D’Albora, seconded by Dr. Bert Purga;

‘Approve the resolution evidenced by the Draft dated 8-19-94 for approvals

regarding the Lease Purchase agreement between Brevard Teaching & Research

Laboratories, Inc. and Florida Education and Research Foundation, Inc. and

authorize the President of the Corporation to execute the necessary documents

related thereto.’

The Board members at the time being Mr. John D’Albora, Dr. Michael Helmstetter, Mr. Steve

Megregian and Dr. Bert Purga.  The direction given to me as a result of this approved

resolution, my being a college employee, as well as the fact that the referred Draft was

developed in conjunction with the College, made it clear this was the direction the College

wished me to proceed.  2.  In a meeting with my supervisor (Dr. Bert Purga) shortly before the

signing of the bond issue/lease agreement, I raised concerns of BTR Labs’ ability to generate

revenues to offset the lease.  Dr. Purga indicated that, after conferring with Mr. Megregian, it

was the College’s wish for me to sign these documents.”

 (117) In view of the levels of revenues generated by BTRL and the levels of support provided to

BTRL by BCC, it appears that the bonds were issued and the Lease-Purchase Agreement

entered into without adequate consideration as to the ability of BTRL to fund the debt service.

Accordingly, it is imperative that actions be taken to address the ongoing financial

commitments from BCC.  Any future actions relative to acquiring or developing the

FERF/BTRL properties or advancing any new projects should be carefully considered as to the

economic impact that such actions may have on BCC.  Further, we recommend that the Florida

Legislature consider clarifying the circumstances, if any, under which a college direct-support

organization may issue debt.  Such circumstances might include required review and approval

by the Florida Department of Education or other State level review.
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 (118) The current FERF President questioned, in his written response to this finding, the

statement in paragraph 115 that no feasibility studies or market surveys were conducted

and provided copies of revenue and expenditure forecasts that were included in the bond

documents.  We had previously reviewed these forecasts and other bond documents, but

found no documentation of feasibility studies or market surveys which might provide the

basis for credible and reliable forecasts.

Land Transactions

 (119) Good business practices dictate that appraisals should be obtained prior to any decision to

purchase, sell, or exchange real estate.  As discussed in the following paragraphs, our audit

disclosed that FERF executed several real estate transactions without obtaining such appraisals.

Additionally, minutes of FERF Board meetings did not clearly evidence the Board’s

consideration of the reasons for these transactions and how these actions were expected to

benefit BCC and its missions.  As previously noted, under the provisions of Section 240.331,

Florida Statutes, a community college direct-support organization is to be organized and

operated exclusively to receive, hold, invest, and administer property and to make expenditures

to, or for the benefit of, the community college.

 (120) On May 10, 1993, FERF obtained from Atlantic Gulf Communities Corporation (AGC) an

option to purchase 112.17 acres of land located in Palm Bay.  On November 9, 1993, FERF

obtained from AGC an option to purchase an additional 50.16 acres in the adjacent Port

Malabar Subdivision, for a total of 162.33 acres under purchase option contracts (see Exhibit

D.).  As discussed in paragraph 24, FERF was designated by BCC as a direct-support

organization of BCC on November 15, 1993.  BCC purchased 25.33 acres from AGC on June

22, 1993, under the FERF option contract, leaving 137 acres still under the option agreement.

FERF received from AGC a $125,000 commission credit.  The disposition of the land subject

to the option contract was as follows:

• On December 31, 1993, FERF purchased 22 acres of land under the option contract for

$750,000, or approximately $34,090 per acre.  This acreage included 3.7 acres on which

the Brevard Laboratories facility was constructed.  In order to purchase this property,

FERF borrowed $800,000.  Of this amount, $600,000 was borrowed under a first
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mortgage in the property with AGC and $200,000 was borrowed from the BCC

Foundation under a subordinated mortgage on the property.

• On September 30, 1994, FERF purchased another 22 acres.  Using the proceeds of the

bond issues, FERF paid $770,000 for the additional 22 acres, paid off the $600,000

mortgage on the first 22 acres, and paid interest and costs of $27,634.50.  Additionally,

$204,662.47 was paid from the bond proceeds to the BCC Foundation to pay the

outstanding subordinated mortgage against the first 22-acre parcel.  The 44 acres

purchased by FERF is the land purchased from bond funds and referred to as the bond

lands in the bond indenture.

• On September 30, 1994, according to the former President of FERF, the $125,000

commission credit from the 25.33 acres purchased by BCC was used by FERF as a down

payment for the purchase of approximately 83.5 acres under the option contracts.  The

purchase price for this land was $2,688,000.  FERF received a credit of $225,000 for an

easement and gave a mortgage in the amount of $2,338,000 to AGC.  Additionally,

FERF agreed to pay other costs associated with the land transactions (e.g., recording fees

and back taxes).  FERF netted these costs against a $312,000 contribution credit due

FERF from AGC.  The balance of $121,196.11 was remitted to FERF.

• On June 23, 1995, FERF took a note from the Accudyne Corporation in the amount of

$34,560 for 5.4 acres of FERF’s option rights.  Additionally, on the same date FERF

took a note from Accudyne Corporation in the amount of $8,280 for .23 acres of adjacent

land.  These notes were later assigned by FERF to the BCC Foundation.  On August 15,

1996, FERF paid to the bond trustee $77,868 to release a 1.8 acre site for the Clean

Room to be constructed (see paragraph 12).  Moneys for this payment were borrowed

from BCC Foundation.

• On September 30, 1996, FERF sold to The North Brevard County Hospital District, d/b/a

Parrish Medical Center, 9.92 acres (4 lots) of the 44-acre bond land for $378,400

($38,145.16 per acre).  Parrish Medical Center then traded the land purchased from

FERF for 6.88 acres of land owned by the BCC at its Titusville campus, resulting in

BCC owning four lots of the former bond land.  Under the “First Supplement to

Mortgage and Security Agreement,”  bond land could not be sold for less that $43,260
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per acre, including a $1,260 redemption premium.  The difference ($50,739) between the

amount paid for the FERF land ($378,400) and the required sales price of the bond land

(9.92 acres @ $43,260 or $429,139) was paid into the Land Sale Redemption account

held by the bond Trustee, together with the $378,400 paid by Parrish Medical Center.

The land in Titusville was appraised at $51,000 per acre (for 7.48 acres as indicated in

the appraisal) for a total value of $381,000.  No appraisal was obtained on the 9.92 acres

of land sold by FERF.  The effect of these transactions was to add $429,139 to the Land

Sale Redemption account, thus reducing the outstanding debt borne by BTRL.  The

disposition of the various parcels of land included in the FERF option contracts is shown

on Exhibit E.

 (121) The net results of the various land transactions relating to the 162.33 acres of land under the

option contracts are summarized in the following tabulation.

Owner Acreage
(1)

Brevard Community College (25.33 acres purchased
  on 6/22/93 and 9.92 acres acquired on 9/30/96) 35.25

FERF - BTRL Lab Site 3.70

FERF - BTRL Clean Room Site 1.80

FERF - Other Bond Land (44 acres purchased on 12/31/93
  and 9/30/94, less 9.92 acres acquired by BCC, 3.7 acre
  BTRL Lab site, and 1.8 acre Clean Room site) 28.58

FERF - Other Land Acquired Under Option Contracts 83.50

Accudyne Corporation (5.4 acres plus .23 acres, both 
  acquired on 6/23/95) 5.63

(1)  Acreages are generally cited as "more or less" indicating that the total actual 
acreage may vary from the total acreage cited in the option contract.

 (122) On December 10, 1996, FERF entered into a Consolidated Promissory Note which

consolidated the unpaid principal of the original $2,338,000 mortgage ($2,328,742.50), the

unpaid balance of the $44,000 promissory note ($41,493.45), and accrued interest on these

debts of $466,921.15 and $6,439.71, respectively, into one note in the amount of

$2,843,596.81.  The consolidated note required payments of principal in the amount of $25,000

on March 31, 1997, and every June 30 and December 31 thereafter, plus accrued interest until

the note was paid.  FERF also agree to pay closing costs of $8,257.95.  Under the consolidation
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agreement FERF acquired 28.5 acres of additional property which is subject to the note.

According to the current FERF President, FERF is in default on the consolidated note.  Upon

default, all properties subject to the mortgage held by AGC will revert back to the ownership

of AGC.  If this takes place, FERF will lose title to all properties except the unsold portion of

the bond land.

 (123) On September 30, 1994, Port Malabar Interchange Master Association, Inc., deeded 113.1

acres of environmental land, appraised at $1,360,000 to FERF (see Exhibit D).  According to

the BCC General Counsel, this land continues to be titled to FERF, subject to a mortgage in

favor of the BCC Foundation.

 (124) As previously noted, good business practices dictate that real estate appraisals should be

obtained prior to any decision to sell, purchase, or exchange real estate; however, we have not

been provided with any appraisals of the bond land.  The establishment of a minimum sales

price of $43,260 per acre (including redemption premium) for the bond land presumed that the

land could be sold for that amount.  The proceeds of such sales are to be paid into the Land

Sale Redemption account to reduce the debt owed by BTRL which, under the terms of its

Lease-Purchase Agreement with FERF, is responsible for the debt service on all of the lands.

To enable BTRL to meet its obligation, it is important that this land be sold and the debt

reduced accordingly.  However, the only releases of the bond land to date were made through

the purchase/exchange of 9.92 acres between Parrish Medical Center and BCC and the 1.8

acres released for the Clean Room.

 (125) Our review of the real estate market around the Palm Bay campus indicated that the real estate

market, which peaked in 1992 or 1993, is well below the $43,260 per acre required minimum

purchase price.  In purchasing the property, FERF may have relied on some appraisals obtained

by BCC for property purchased by BCC in the same area; however, it is apparent that the value

of the remaining bond land is currently less than the required minimum price of $43,260,

making disposition of the property at that price very difficult.  We recommend that all sales,

purchases, or exchanges of real estate be made only after consideration of real estate appraisals

which establish the fair market value of the property.

 (126) As previously noted, many of the decisions of the FERF Board of Directors were made without

benefit of open meetings.  Given the significant financial impact of these transactions, not only

to FERF, but BCC as well, it is imperative that the public benefit to be derived from such
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actions should be clearly documented in the records of the direct-support organization.

Additionally, the deliberations of the Board in approving actions to carry out these transactions

should be conducted in a public forum and documented for the record.

Use of College Facilities

 (127) The offices of FERF and BTRL are located at the Palm Bay Campus of BCC and list as their

address the address of the Palm Bay Campus, 250 Grassland Road or Community College

Parkway, on corporation documents filed with the Florida Secretary of State.  As

direct-support organizations of BCC (see paragraph 24), FERF and BTRL are authorized to use

BCC facilities.  However, examination of the activities of FERF and BTRL disclosed several

other corporations that listed the same address on corporate filings, but had not been

designated as direct-support organizations.  These organizations included:

Southeast Display Center, Inc. (name changed from the Center for Excellence for Flat
  Panel Display Technology and Manufacturing, Inc.)

Indian River Region Environmental Institute, Inc.

The Florida Consortium for Teaching, Testing, Research, and Development, Inc.

Clean Energy Consortium of Florida, Inc.

Foundation Park Manufacturing Center #1, a Florida Limited Liability Company

Foundation Park Incubator Association, Inc.

Research Marketing Associates, Inc. (also d/b/a Research Management Associates)

Florida Education and Redevelopment Foundation, Inc.

The Palm Bay Development Corporation

 (128) The Indian River Region Environmental Institute, Inc. (IRREI), entered into an agreement with

BCC to provide certain services to BCC.  This agreement provided for IRREI to utilize BCC

facilities.  Because no value was placed on the services to be provided or the use of BCC

facilities, we were precluded from determining whether the BCC was providing use of

facilities on a commensurate basis with the services provided by IRREI.  No such contracts

with the other organizations listed above were provided for our review.

 (129) The scope of our audit included the Foundation Park Manufacturing Center #1, a Florida

Limited Liability Company, and the Florida Education and Redevelopment Foundation, Inc.;

however, as indicated in paragraph 10, we are unaware of any transactions by these

organizations.  While the scope of our audit did not include the activities, if any, of the
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remaining organizations listed above, we did note that the officers and directors of several of

these organizations were also officers and directors of FERF and BTRL and that some of these

organizations had contractual relationships with BCC.  In the absence of direct-support

organization designations for the listed corporations, we are unaware of any authority for their

use of BCC facilities.  In view of the interrelationships of directors and officers of these

organizations with those of FERF and BTRL, the officers of FERF and BTRL should take

actions to ensure that these corporations do not use BCC facilities for non-College activities or

cite the BCC campus as their official address.
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STATEMENTS FROM AUDITED OFFICIALS

 (130) In accordance with the provisions of Section 11.45(7)(d), Florida Statutes, a list of audit

findings and recommendations was submitted to Florida Education and Research Foundation,

Inc., and the Brevard Teaching and Research Laboratories, Inc.  The written responses to the

audit findings and recommendations included in this report are shown as Exhibit F.

 (131) Subsequent to the delivery of the preliminary and tentative audit findings, we were

provided with a copy of a memorandum, dated August 19, 1992, to the BCC President

from Dr. Tom Denison, who is currently the BCC Dean, College-wide Technical

Education, and a response dated September 2, 1992, to that memorandum from the

College Vice-President of Business Affairs.  These memoranda indicate that certain of the

concerns addressed in our current audit of FERF and BTRL, as well as our prior audits

of BCC, were brought to the attention of College management by Dr. Denison in August

1992. Pursuant to a request from the former President of FERF, copies of the August 19,

1992, memorandum and the September 2, 1992, response are included as part of the

written responses in Exhibit F.  We have provided these memoranda, along with another

document providing additional details of the matters addressed in the August 19, 1992,

memorandum, to law enforcement officials.
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AUDIT AUTHORITY

 (132) Pursuant to the provisions of Section 11.45(7), Florida Statutes, I have directed that this audit

report, including all Exhibits thereto, be prepared to present the results of the operational audit

of the Florida Education and Research Foundation, Inc., and the Brevard Teaching and

Research Laboratories, Inc.

Respectfully submitted,

Charles L. Lester
Auditor General
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EXHIBITS

The following Exhibits are attached to and form an integral part of this report:

EXHIBIT - A Related-Party Chart.

EXHIBIT - B Schedule of Duplicate Equipment Payments.

EXHIBIT - C Schedule of Questioned Payments from Bond Proceeds.

EXHIBIT - D Lands Under FERF Option Contracts and Donated Lands.

EXHIBIT - E Disposition of Lands Under FERF Option Contract.

EXHIBIT - F Statements from Audited Officials.
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EXHIBIT – A
FLORIDA EDUCATION AND RESEARCH FOUNDATION, INC.,

AND
BREVARD TEACHING AND RESEARCH LABORATORIES, INC.

RELATED-PARTY CHART
For the Period June 10, 1991, Through June 30, 1997

BCC
Tom Adams - Special Assistant
  to President
John D’Albora - Trustee
Eugene C. Johnson - Trustee
Stephen Megregian - Vice President
 for Business Affairs

Peter Morton - Trustee
Bernard Simpkins - Trustee

BTRL (1)
Sandra E. Billings
John D’Albora
Stephen Megregian
Dr. Bert Purga
Bernard Simpkins

BCC
FOUNDATION

FERF (1)
Tom Adams - President
Margaret Beaumont
Eric Benzing
Sandra Billings
Jerome G. Carstens
John D’Albora
GwendolynDeCort
Eugene C. Johnson
William A. Johnson
Stephen Megregian - President
Peter Morton
Brian L. Nemeroff
Dr. Bert Purga
Jodie H. Thompson

RMA
Tom Adams - President
Eric Benzing
Sandra E. Billings -
  Secretary/Treasurer
GwendolynDeCort -
 Sole Shareholder
William A. Johnson
Jodie H. Thompson -
 President

IRREI (1)
Tom Adams - President
Margaret Beaumont
Eric Benzing
Sandra E. Billings
Jerome G. Carstens - Employee
GwendolynDeCort
William A. Johnson
Brian L. Nemeroff - Employee
Jodie H. Thompson

Land Sales
Contributions
Loans

Loan
Fees for
Services

College Support
Grants

User Fees

Fees for
ServicesFees for

Services

Fees for
Services

Sun Bank (Bond Trustee)

Distribution of Bond
Proceeds

Mad Dog Construction
(Building Contractor) (1)

Laurie Dozier III
Charles Mitchell

Educational Facilities
Group, Inc. (1) (2)

Laurie Dozier III
Charles Mitchell

FPPOA (1)
Tom Adams
Jerome G. Carstens

Other Recipients of
Bond Proceeds

a portion of the audit period, except for those individuals listed as employees.

The individuals listed for these organizations served as members of the Board of Directors of the organizations(1)

(2)  Formerly, Foundation Housing of America, Inc.                                                                  
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EXHIBIT – C
FLORIDA EDUCATION AND RESEARCH FOUNDATION, INC.

AND
BREVARD TEACHING AND RESEARCH LABORATORIES, INC.

SCHEDULE OF QUESTIONED PAYMENTS FROM BOND PROCEEDS
For the Period June 10, 1991, Through June 30, 1997

Drawn to Draw Description Amount
Vendor

  Unidentified 1 No description of goods and services provided 32,014.57$          
  Dr. Stan Bates 4 Consulting Services – Planning labs; brochure preparation

  during the period 5-18-92 through 3-17-94 10,000.00            
  Hoyman, Dobson, & Co., P.A. 7 Professional services: audit of 6-30-94 financial statements

  and study of accounting system 18,100.80            
  Unidentified 9 Working capital; no description of goods and services 19,000.00            

79,115.37            

  FERF 1 No description of goods and services provided 9,730.57              
  Unidentified 3 Services rendered; no description of goods and services 1,329.63              
  Cox Lumber Co. 4 No description of goods or services 1,398.39              
  Various 4 Sales tax liability 935.10                 
  Rod Northcutt, Brevard 5 Real estate taxes for bond lots ($14,226.51), property owners 18,623.67            
    County Property Appraiser   assessment ($4,356), and miscellaneous costs ($41.16)
  Various 5 Sales tax liability 8,595.27              
  Rod Northcutt, Brevard
    County Property Appraiser 6 Real estate taxes for bond lots 13,892.49            
  Various 6 Sales tax liability 2,652.75              
  Michael Helmstetter 7 Travel reimbursement – meeting with architect 436.24                 
  Various 7 Sales tax liability 2,734.25              
  FERF 8 Property/project management fee – 10-7-94 to 4-7-95 ($7,500) 7,526.91              

  and phone charges ($26.91)
  Various 8 Sales tax liability 2,829.34              
  FERF 9 Telephone charges 17.78                   
  Cox Lumber Co. 10 Plywood ($119.94) and telephone reimbursement ($41.20) 161.14                 

Brevard Teaching and Research Laboratories, Inc.

Total Brevard Teaching and Research Laboratories, Inc.

Florida Education and Research Foundation, Inc.
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EXHIBIT – C (Continued)
FLORIDA EDUCATION AND RESEARCH FOUNDATION, INC.

AND
BREVARD TEACHING AND RESEARCH LABORATORIES, INC.

SCHEDULE OF QUESTIONED PAYMENTS FROM BOND PROCEEDS
For the Period June 10, 1991, Through June 30, 1997

Drawn to Draw Description Amount
Vendor

  FERF 11 Property/project management fee ($7,500) 7,508.58$            
  and phone charges ($8.58)

  Various 12 Reimbursement of expenses:  travel ($273.50); Telephone 445.85                 
  ($46.23); Lawn service ($100); meeting refreshments ($26.12)

  FERF 13 Services rendered in preparing draw requests 2,538.76              
  Various 15 Reimbursement of expenses:  Fax charges ($609.13); telephone 688.91                 

  ($65.94); refreshment ($13.84)
  FERF 16 Labs Dedication ($3,000.00) and Travel reimbursement - 3,167.25              

  Adams ($167.25)
  JR Office Furniture Co. Inc. 17 No description of goods and services 7,461.18              

Total Florida Education and Research Foundation, Inc. 92,674.06            

  FPPOA 9 Assessment for clearing, mowing, and maintaining environmental, 20,000.00            

  water storage, and drainage areas on and adjacent to the 44 acres.

  IRREI 1 No description of goods and services provided 30,929.74            
  IRREI 3 Services rendered - no description 1,385.18              
  IRREI 4 Reimbursement for consulting, administrative, and accounting services 2,500.00              
  Various 4 Reimbursement for refreshments ($120.67) and travel ($61.58) 182.25                 
  IRREI 5 Reimbursement for consulting, administrative, and accounting services 2,500.00              
  Various 5 Reimbursement for Federal Express ($24.50) and travel ($469.94) 494.44                 
  Various 6-16 Reimbursement for travel and telephones 3,332.57              

Total Indian River Region Environmental Institute, Inc. 41,324.18            

Hoyman, Dobson, and Co.
  Hoyman, Dobson & Co., P.A. 9 Professional services:  Identifying and recording transactions 4,000.00              
  Hoyman, Dobson & Co., P.A. 11 Professional services:  Identifying and recording transactions 200.00                 
  Hoyman, Dobson & Co., P.A. 12 Professional services:  Audit of 6-30-95 financial statements 8,000.00              
  Hoyman, Dobson & Co., P.A. 13 Professional services:  Audit of 6-30-95 FERF financial statements 6,300.00              

Total Hoyman, Dobson & Co. P.A. 18,500.00            

Total Questioned Payments from Bond Proceeds 251,613.61$        

Indian River Region Environmental Institute, Inc.

Florida Park Property Owners Association, Inc.
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EXHIBIT – F
FLORIDA EDUCATION AND RESEARCH FOUNDATION, INC.

AND
BREVARD TEACHING AND RESEARCH LABORATORIES, INC.

STATEMENTS FROM AUDITED OFFICIALS
For the Period June 10, 1991, Through June 30, 1997

Audit
Report

Par.
   No.  

(27-31)



EXHIBIT – F (Continued)
FLORIDA EDUCATION AND RESEARCH FOUNDATION, INC.

AND
BREVARD TEACHING AND RESEARCH LABORATORIES, INC.

STATEMENTS FROM AUDITED OFFICIALS
For the Period June 10, 1991, Through June 30, 1997

-83-

Audit
Report

Par.
   No.  

(27-31)

(32-36)

(37-40)

(41-46)

(47-53)

↓

(54-87)

(88-118)

(119-126)

↓

(127-129)

↓



EXHIBIT – F (Continued)
FLORIDA EDUCATION AND RESEARCH FOUNDATION, INC.

AND
BREVARD TEACHING AND RESEARCH LABORATORIES, INC.

STATEMENTS FROM AUDITED OFFICIALS
For the Period June 10, 1991, Through June 30, 1997
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EXHIBIT – F (Continued)
FLORIDA EDUCATION AND RESEARCH FOUNDATION, INC.

AND
BREVARD TEACHING AND RESEARCH LABORATORIES, INC.

STATEMENTS FROM AUDITED OFFICIALS
For the Period June 10, 1991, Through June 30, 1997
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EXHIBIT – F (Continued)
FLORIDA EDUCATION AND RESEARCH FOUNDATION, INC.

AND
BREVARD TEACHING AND RESEARCH LABORATORIES, INC.

STATEMENTS FROM AUDITED OFFICIALS
For the Period June 10, 1991, Through June 30, 1997
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Audit
Report

Par.
   No.  

(20-23, 39, 41-45,
112-114,
116-117,
127-129)



EXHIBIT – F (Continued)
FLORIDA EDUCATION AND RESEARCH FOUNDATION, INC.

AND
BREVARD TEACHING AND RESEARCH LABORATORIES, INC.

STATEMENTS FROM AUDITED OFFICIALS
For the Period June 10, 1991, Through June 30, 1997
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Report

Par.
   No.  

(10-12, 15-19, 26,
30, 34, 48-49,

78-79, 88-91, 94,
96, 99, 100, 102,

108, 121, 123, 125)

(13)

(24)

↓

(25)

↓



EXHIBIT – F (Continued)
FLORIDA EDUCATION AND RESEARCH FOUNDATION, INC.

AND
BREVARD TEACHING AND RESEARCH LABORATORIES, INC.

STATEMENTS FROM AUDITED OFFICIALS
For the Period June 10, 1991, Through June 30, 1997
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   No.  

↓
(25)

(27)

↓

(29)

(31)

↓
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FLORIDA EDUCATION AND RESEARCH FOUNDATION, INC.

AND
BREVARD TEACHING AND RESEARCH LABORATORIES, INC.

STATEMENTS FROM AUDITED OFFICIALS
For the Period June 10, 1991, Through June 30, 1997
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   No.  

↓
(31)

(32)

↓

(33)

(35)

(37)

(38)

(40)

(46)

(47)

(50)

↓
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FLORIDA EDUCATION AND RESEARCH FOUNDATION, INC.

AND
BREVARD TEACHING AND RESEARCH LABORATORIES, INC.

STATEMENTS FROM AUDITED OFFICIALS
For the Period June 10, 1991, Through June 30, 1997
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   No.  

↓
(50)

↓

(51)
↓

(52)

(54)

(55)

(56)
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FLORIDA EDUCATION AND RESEARCH FOUNDATION, INC.

AND
BREVARD TEACHING AND RESEARCH LABORATORIES, INC.

STATEMENTS FROM AUDITED OFFICIALS
For the Period June 10, 1991, Through June 30, 1997
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   No.  

(59)

↓
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EXHIBIT – F (Continued)
FLORIDA EDUCATION AND RESEARCH FOUNDATION, INC.

AND
BREVARD TEACHING AND RESEARCH LABORATORIES, INC.

STATEMENTS FROM AUDITED OFFICIALS
For the Period June 10, 1991, Through June 30, 1997

Audit
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Par.
   No.  

↓
(59)

(61)

(62)

↓

(63)

(64-65)

(66)

(68)
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FLORIDA EDUCATION AND RESEARCH FOUNDATION, INC.

AND
BREVARD TEACHING AND RESEARCH LABORATORIES, INC.

STATEMENTS FROM AUDITED OFFICIALS
For the Period June 10, 1991, Through June 30, 1997
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FLORIDA EDUCATION AND RESEARCH FOUNDATION, INC.

AND
BREVARD TEACHING AND RESEARCH LABORATORIES, INC.

STATEMENTS FROM AUDITED OFFICIALS
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(74-75)

(77)
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↓
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FLORIDA EDUCATION AND RESEARCH FOUNDATION, INC.

AND
BREVARD TEACHING AND RESEARCH LABORATORIES, INC.

STATEMENTS FROM AUDITED OFFICIALS
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FLORIDA EDUCATION AND RESEARCH FOUNDATION, INC.

AND
BREVARD TEACHING AND RESEARCH LABORATORIES, INC.

STATEMENTS FROM AUDITED OFFICIALS
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(115)

(119)
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FLORIDA EDUCATION AND RESEARCH FOUNDATION, INC.

AND
BREVARD TEACHING AND RESEARCH LABORATORIES, INC.

STATEMENTS FROM AUDITED OFFICIALS
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FLORIDA EDUCATION AND RESEARCH FOUNDATION, INC.

AND
BREVARD TEACHING AND RESEARCH LABORATORIES, INC.

STATEMENTS FROM AUDITED OFFICIALS
For the Period June 10, 1991, Through June 30, 1997
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EXHIBIT – F (Continued)
FLORIDA EDUCATION AND RESEARCH FOUNDATION, INC.

AND
BREVARD TEACHING AND RESEARCH LABORATORIES, INC.

STATEMENTS FROM AUDITED OFFICIALS
For the Period June 10, 1991, Through June 30, 1997
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EXHIBIT – F (Continued)
FLORIDA EDUCATION AND RESEARCH FOUNDATION, INC.

AND
BREVARD TEACHING AND RESEARCH LABORATORIES, INC.

STATEMENTS FROM AUDITED OFFICIALS
For the Period June 10, 1991, Through June 30, 1997
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EXHIBIT – F (Continued)
FLORIDA EDUCATION AND RESEARCH FOUNDATION, INC.

AND
BREVARD TEACHING AND RESEARCH LABORATORIES, INC.

STATEMENTS FROM AUDITED OFFICIALS
For the Period June 10, 1991, Through June 30, 1997
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FLORIDA EDUCATION AND RESEARCH FOUNDATION, INC.

AND
BREVARD TEACHING AND RESEARCH LABORATORIES, INC.

STATEMENTS FROM AUDITED OFFICIALS
For the Period June 10, 1991, Through June 30, 1997
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EXHIBIT – F (Continued)
FLORIDA EDUCATION AND RESEARCH FOUNDATION, INC.

AND
BREVARD TEACHING AND RESEARCH LABORATORIES, INC.

STATEMENTS FROM AUDITED OFFICIALS
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EXHIBIT – F (Continued)
FLORIDA EDUCATION AND RESEARCH FOUNDATION, INC.

AND
BREVARD TEACHING AND RESEARCH LABORATORIES, INC.

STATEMENTS FROM AUDITED OFFICIALS
For the Period June 10, 1991, Through June 30, 1997
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FLORIDA EDUCATION AND RESEARCH FOUNDATION, INC.

AND
BREVARD TEACHING AND RESEARCH LABORATORIES, INC.

STATEMENTS FROM AUDITED OFFICIALS
For the Period June 10, 1991, Through June 30, 1997
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EXHIBIT – F (Continued)
FLORIDA EDUCATION AND RESEARCH FOUNDATION, INC.

AND
BREVARD TEACHING AND RESEARCH LABORATORIES, INC.

STATEMENTS FROM AUDITED OFFICIALS
For the Period June 10, 1991, Through June 30, 1997
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EXHIBIT – F (Continued)
FLORIDA EDUCATION AND RESEARCH FOUNDATION, INC.

AND
BREVARD TEACHING AND RESEARCH LABORATORIES, INC.

STATEMENTS FROM AUDITED OFFICIALS
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FLORIDA EDUCATION AND RESEARCH FOUNDATION, INC.

AND
BREVARD TEACHING AND RESEARCH LABORATORIES, INC.

STATEMENTS FROM AUDITED OFFICIALS
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FLORIDA EDUCATION AND RESEARCH FOUNDATION, INC.

AND
BREVARD TEACHING AND RESEARCH LABORATORIES, INC.

STATEMENTS FROM AUDITED OFFICIALS
For the Period June 10, 1991, Through June 30, 1997
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FLORIDA EDUCATION AND RESEARCH FOUNDATION, INC.

AND
BREVARD TEACHING AND RESEARCH LABORATORIES, INC.

STATEMENTS FROM AUDITED OFFICIALS
For the Period June 10, 1991, Through June 30, 1997
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EXHIBIT – F (Continued)
FLORIDA EDUCATION AND RESEARCH FOUNDATION, INC.

AND
BREVARD TEACHING AND RESEARCH LABORATORIES, INC.

STATEMENTS FROM AUDITED OFFICIALS
For the Period June 10, 1991, Through June 30, 1997
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FLORIDA EDUCATION AND RESEARCH FOUNDATION, INC.

AND
BREVARD TEACHING AND RESEARCH LABORATORIES, INC.
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FLORIDA EDUCATION AND RESEARCH FOUNDATION, INC.

AND
BREVARD TEACHING AND RESEARCH LABORATORIES, INC.

STATEMENTS FROM AUDITED OFFICIALS
For the Period June 10, 1991, Through June 30, 1997
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FLORIDA EDUCATION AND RESEARCH FOUNDATION, INC.

AND
BREVARD TEACHING AND RESEARCH LABORATORIES, INC.

STATEMENTS FROM AUDITED OFFICIALS
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FLORIDA EDUCATION AND RESEARCH FOUNDATION, INC.

AND
BREVARD TEACHING AND RESEARCH LABORATORIES, INC.

STATEMENTS FROM AUDITED OFFICIALS
For the Period June 10, 1991, Through June 30, 1997
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FLORIDA EDUCATION AND RESEARCH FOUNDATION, INC.

AND
BREVARD TEACHING AND RESEARCH LABORATORIES, INC.

STATEMENTS FROM AUDITED OFFICIALS
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FLORIDA EDUCATION AND RESEARCH FOUNDATION, INC.
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FLORIDA EDUCATION AND RESEARCH FOUNDATION, INC.
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BREVARD TEACHING AND RESEARCH LABORATORIES, INC.

STATEMENTS FROM AUDITED OFFICIALS
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